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PLAINTIFF'S TRIAL EXHIBIT 1 - STIPULATION OF FACTS 



UiJITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OP MEW YORK 



/ 

\ 

ITT WORLD DIRECTORIES, INC., 

-x 




Plaintiff, 

• 

• 

• 

71 

Civ. 5496 


-against- 

• 

• 




CIA. EDITORIAL de LISTAS, S.A. and 
EDITORIAL de GUIAS LTD., S.A., 

• 

• 

STIPULATION 
OP PACTS 


• 


• 


Defendants. 

• 




- x 

IT IS HEREBY STIPULATED AND AGREED by and 
between the undersigned that the following facts are not 
in dispute and that these facts shall be deemed established 
for purposes of the trial of this action: 

1. On July 9, 1969, ITT World Directories 
("ITTWD"), CIA Editorial de Listas, S.A. ("CELSA"), and 
Tasec-Technical Advertising and Sales Engineering Corporation 
Ltd. ("i’ASEC") entered into an agreement (hereinafter 
"acquisition agreement") whereby ITTWD agreed to purchase 
and CELSA agreed to sell CELSA*s wholly owned subsidiary,’ 
P.L.T. - Publicacoes de Listas Telefonicas, S.A.R.L. 

("PLT"), and CELSA's 92.18 Interest in Bertrand (iramos) 

Lta. ("Bertrand"). * * 

2. The obligations of CELSA pursuant to the 
acquisition agreement were guaranteed by defendant LISTAS. 

3. ITTWD, a subsidiary of International 
Telephone and Telegraph Corporation, is a corporation 
organized under the laws of Delaware and is engaged in the 
business of owning and/or operating telephone directory 
companies throughout the world. 

4. Defendant CELSA is a corporation organized 
under the laws of Panama. Prior to July 9, 1969 CELSA 
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owned all of the issued and outstanding capital stock or 
PLT, a corporation organized under the laws of Portugal. 

CELSA was engaged In the publication of telephone 
directories in Portugal primarily through Its subsidiary 
PLT. 

5. Bertrand, a printing company, was organized 
under the laws of Portugal as a "quota company". 92.IS 
of Its outstanuing quotas were owned by defendant CELSA 
at the time of the acquisition agreement. 

6. TASEC is a corporation organized under the 
laws of the Bahamas. At the time of the acquisition 
agreement it had management contracts both with CELSA and 
PLT. 

7. On May 23, 1969, ITTWD requested Arthur 
Andersen & Co. in Madrid to perform an audit of the balance 
sheet of Bertrand as of December 31, 1968, and the state- 

I 

ment of income for Bertrand for the year 1968. ITTWD 
further requested a "separate statement of the net worth" 
of Bertrand as of December 31, 1968, and as of the closing 
date, determined in accordance with a definition set out-in 
the letter of May 23, 1969 (Defendants' Deposition Exhibit C 

8. On May 28, 1969, Arthur Andersen t-Co. acknowledged 
receipt of ITTWD's letter of May 23rd and agreed to perform 
the audits requested (Defendants' Deposition Exhibit D).. 

9. On June 5, 1969, ITTWD instructed Arthur Andersen 
to perform the audits as of the "latest closing date 
possible" instead of as of December 31, 1968 (Defendants' 
Deposition Exhibit E). 

10. On July 3, 1969, the Chairman of the Board of 
ITTWD, Ted B. Westfall, wrote a memorandum to Mr. Harold 
Genecn, Chairman of the Board of ITT, recommending that 
ITTWD acquire 1005 of PLT and 92.15 of Bertrand pursuant to 
the terms set forth in his memorandum (Defendants’ Deposi¬ 
tion Exhibit M). 
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11. On July 9, 1969, ITTUD, CELSA and TASEC 
entered Into the acquisition agreement (Plaintiff's 
Deposition Exhibit 1). That agreement provided in 
relevant part as follows: 

(a) ITTWD agreed to purchase from CELSA all 

9 

of the issued and outstanding shares of capital stock of 
PLT for the sum of $5,650,000 (S3.1). 

(b) TaSEC agreed to cancel its management 
contracts with CELSA and PLT and as consideration therefor, 
ITTWD agreed to pay TASEC $1,850,000 (§3.2). 

(c) CELSA agreed to sell to ITTWD, and ITTWD 
agreed to purchase from CELSA, CELSA's 92.1% interest in 
Bertrand (§3*3). 

(d) ITTWD agreed to cause Arthur Andersen & 

Co. (or its affiliate) to audit the accounts of PLT and 
Bertrand as of May 31, 1969, and as soon as practicable 
after the closing of the contract to deliver to ITTWD and - 
CELSA: . * 

(i) "certified balance sheets of said . 
companies as of May 31, 1969," and 

(11) "a certificate setting forth the 
tangible net worth of said companies as of May 31, 1969," 
computed in accordance with a formula set out therein 
(§3.6). . 1 

(e) It was further agreed that as soon as 
practicable after receipt by ITTWD of "said certificate 
setting forth the tangible net worth" of PLT and Bertrand 
as of May 31, 1969, the following payments would be made: 

(1) If at May 31, 1969 the tangible net 
worth of PLT "as set forth in said certificate" was 

i 

. 

‘i 
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positive, ITTWD would pay to CELSA an amount equal to such 
tangible net worth. If said net worth reflected a deficit, 
CELSA would repay to ITTWD an amount equal to said deficit. 

(il) If at May 31> 1969 the tangible net 
worth of Bertrand "as set forth in said certificate" was 
positive, ITTWD would pay CELSA an amount equal to 92.1% of 
such tangible net worth. If said net worth reflected a 
deficit, CELSA would repay to ITTWD an amount equal to 92.1% 
of such deficit. 

(ill) In addition, ITTWD would pay CELSA 
92 . 1 % of the amount by which the $ 600,000 appraised value 
of Bertrand's plant at Dafundo, Portugal (less applicable 
taxes) exceeded the book value thereof as of May 31, 1969. 

(f) Section 3.6 of the acquisition agreement 
further provided that the determination by Arthur Andersen 
& Co. of the tangible net worth of PLT and Bertrand "as set 
forth in the aforesaid certificate" would be final and 
conclusive unless within 20 days after receipt by CELSA 
of said certificate, CELSA delivered to ITTWD an objection 
in writing stating the amount by which CELSA believed the 
tangible net worth of these companies exceeded the "amount 
set forth in said certificate". If the matter in dispute 
was not resolved by negotiation within 20 days after 
receipt by ITTWD of said objection, the matter would be 
submitted for arbitration to a second firm of auditors 
selected Jointly by ITTWD and CELSA. 

(g) It was further agreed that $4,750,000" of the 
purchase price would be deposited by ITTWD with Morgan 
Guaranty Trust Company of New York as escrow agent (Morgan) 

in accordance with an escrow agreement attached as Exhibit 2 

* y ’ . 

j 
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'■ to tne acquisition agreement (53.1). Said escrow agreement 
| (Defendants’ Deposition Exhibit P) provided that said 
$**,750,000 would be released by Morgan to CELSA upon: 

(1) Receipt by Morgan of a certificate 

( signed by Arthur Andersen & Co. stating that the combined 
net worth of PLT and Bertrand as of May 31, 1969 was not 
negative, or . 

(11) Receipt by Morgan of a written 
direction signed by ITTV/D to make such payment, or 

(ill) The expiratlcr of *10 days from 
July 9, 1969, unless Morgan shall have received a 
certificate signed by Arthur Andersen & Co. stating that 
I the combined net worth of PLT and Bertrand was negative 
and setting forth the amount of such negative net worth. 

1 In the event Morgan did receive such a certificate of 
negative net worth, Morgan was to pay to CELSA only the 
amount of the escrow fund in excess of said negative net 
worth (Defendants' Deposition Exhibit P, 15). 

(h) It was further agreed that CELSA would 
deposit $900,000 of the purchase price with Morgan to be 
held in escrow pursuant to Section 6.2 of the acquisition’ 
agreement (§3.1). Section 6.2 provided that $**50,000 of the 
$900,000 escrow fund would be released to CELSA upon the 
expiration of 12 months from the closing, and the balance 
would be released upon expiration of 2*1 months from the 
closing, unless ITTWD made a claim against the escrow 
fund in accordance with the terms of the escrow agreement, 

■ 1 • 

in which event the escrow fund would be held by Morgan 

pending a determination of the claim in accordance with the 
terms of the escrow agreement. 
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12^ A closing pursuant to the acquisition , 
agreement was held on July 9, 1969. 

13. On July 9, 1969 payments were made to the 
escrow funds as provided in the acquisition agreement and 
in the escrow agreements. 

14. On August 18, 1969, Arthur Andersen & Co. 

sent a letter to the Board of Directors of ITTWD stating 
^ at It had examined the combined balance sheet of PLT 
and Bertrand as of May 31, 1969, and that its examination 
was made to enable it to express the opinion required by 
Paragraph 3.6 of the acquisition agreement and Paragraph C 
of the escrow agreement (Defendants' Deposition Exhibit P). 
Arthur Andersen & Co. stated that in its opinion the 
combined tangible net worth, as defined, of PLT. and ' .* 

Bertrand was a deficit of approximately $125,000. 

15. On August 18, 1969, Pope sent to Victor.* 

M. Berger, Secretary of ITTWD, a memorandum which stated - * 
that it enclosed . 

The original copy of the Arthur Andersen 
& Co. certificate applicable to the 
combined tangible net worth of PLT and ' 
® ertran< * as May 31, 1969 in accordance 
with Paragraph 3.6 of the agreement be¬ 
tween ITT World Directories and the 
Portuguese companies. 

16. On September 12, 1969, Berger received a 
telex from ITT in Lisbon stating that a draft of the Arthur 
itndersen report had been "sent to New York September 1 to 
be discussed with ITTWD in New York." The telex further 
stated that the report showed a Combined net worth of 
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11*1,000,000 escudos and that there was "to be considered" 
an additional depreciation of 5,000,000 escudos and Bertrand 
pensions of 6,000,000 escudos making a "net net worth" of 
approximately three million escudos (Defendants' Deposition 
Exhibit AA). 

17. Subsequent to September 1, 1969, Arthur 
Andersen & Co. Issued Its final Audit Report on the combined 
balance sheet of PLT and Bertrand as of May 31, 1969 
(Defendants' Deposition Exhibit DD). The report was 

dated August 12, 1969. 

(a) The combined balance sheet Indicated a 
combined "stockholders Investment" (or net worth) of 
1*1,062,780 escudos. 

| (b) In the report, Arthur Andersen t Co. 

stated that Bertrand had not followed a consistent policy 
with respect to depreciation of machinery and equipment, 
and that, as a result, the company's accumulated 
depreciation was estimated to be understated by 
approximately 5,000,000 escudos as of May 31, 1969. 

(e) Arthur Andersen & Co. further stated. 

In Its report and In Note 10 to the combined balance sheet-. 
In substance, that It was estimated that the present 
capital value of the company's alleged future .^ligation 
to make certain payments to Bertrand family quota holders 
was 6,000,000 escudos and that no accrual had been made In ' 
the combined balance sheet for that amount. 

(d) Arthur Andersen's report on the combined 
balance sheet took exception for the effect of the matters 
referred to in Paragraphs (b) and (c)’ supra . 

18. On Septcmbe- 16, 1969, Berger sent a telex 
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to ITTWD's counsel In Lisbon stating anonc other things 

"My understanding that payments to 
Bertrand minority shareholders acainst 
future profits provided for under Articles 
of Association may legally be stopped by 
us at present time. Please confirm this." 

■(Defendants' Deposition Exhibit BD) 

19. On September 17, 1969, ITTWD's counsel in 

Lisbon sent a telex to Berger stating that 

"Problem of Bertrand is very involved, 
and it is not clear whether so called 
•payments against future profits' can 
or not [sic] be legally stopped. As 
you know, we suggested negotiating 
rather than entering into legal action." 
(Defendants' Deposition Exhibit CC) 

20. On September 17, 1969, Westfall met with Robert 
A. Arthur, a vice president of CELSA and TASEC, at 
Westfall's office in New York. 

21. On October 23, 1969, John Morrison, manager 
of accounting for ITTWD, prepared a memorandum for Mr. 
Berger setting forth calculations which were made to 
determine the combined net worth of PLT and Bertrand and ' 
the amount due for the Dafundo plant "as per purchase 
agreement." Morrison's memorandum stated that the "Net’ 
Worth Per A.A. report was 14,062,780 escudos": or 
$492,221. The memorandum computed the total amount that 
ITTWD was obligated to pay CELSA as $803,239 (Defendants' 
Deposition Exhibit EE). 

22. On October 28, 1969, Morrison advised Mr. 

Duma in the Treasurer's Department of ITT that "In accor¬ 
dance with ITTWD’s agreement to purchase Bertrand and 
PLT, ITTWD Is obligated to pay CELSA $803,239 for the net 
worth and Dafundo plant." He requested a check to be made 
out in that amount to Morgan (Defendants' Deposition 
Exhibit PF). 

23. On October 31, 1969, ITTWD delivered to 


E-8 






I 


PLAINTIFF'S TRIAL EXHIBIT 1 - STIPULATION OF FACTS 
CSuLSA's attorney a check for *J03,2 .j9. CELSA's attorney 
stated In a letter to ITTV/D acknowledging receipt of that 
check that thia was a "partial payment" to CELSA under 
Section 3.6 of the acquisition acreement and that he 
understood that "an additional payment should be forth¬ 
coming after a final determination of the salvage value of 
the Bertrand machinery." (Defendants' Deposition Exhibit 


1 2*. On or about February 10, 1970 , ITTWD prepared 
and forwarded to CELSA's attorneys a re-calculation of the 
purchase price paid for PLT and Bertrand. This re-calcula¬ 
tion indicated an overpayment of $24,569 which represented 
7-9S of the amount by which the appraised value of the 
Dafundo plant exceeded book value (Plaintiff Deposition 
Exhibit 6). [Said overpayment was originally the subject 
of plaintiff's Fourth Cause of Action. That claim, to¬ 
gether with defendants' Seventh Defense and Setoff, were 
settled by stipulation between the parties "so ordered" 
by this Court on January 18, 1973.] 

25. At the same time, Berger sent a note to CELSA '3 
attorney stating that 

"When salvage value is fixed we can 
work it out." 

26. On July 9, 1970, ITTWD authorized the 
release by Morgan to CELSA of $450,000 from th6 $900,000 
escrow fund. No claim was asserted at that time against ” 
the escrow fund with respect to any alleged overpayment. 


Dated: New York, N.Y. 

October , 1973 


COWAN, LIEBOWITZ J, LATMAN, P.C. 

By LA^{.tL'n. 

Menber or the Firm ‘ 

Attorneys for Plaintiff 
200 East 42nd Street 
New York, New York 10017 

BROWN*}WOOD, FULLER, CALDWELL & IVEY 


SO ORDERED: 

*/ Jl Af 
U.s.b.J. 

"/^/73 


Hedycr/yr tv Pirn ' 
Attorneys fffr Defendants 
One Liberty Plaza 
New York, New York 10006 
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AGREEMENT dated as of July ^, 1969, between ITT World Directories Inc., a corporation 
organized under the laws of Delaware ("ITTWD’'), party of the first part, and Tasec-Technical 
Advertising & Sales Engineering Corporation Limited, a corporation organized under the laws of the 
Bahamas (“TASEC"), and Cia. Editorial de Listas, S. A., a corporation organized under the laws 
of Panama ("CELSA”), parties of the second part. 

WITNESSETH 

Whereas, CELSA is engaged in the publication of telephone directories in Portugal through its 
Portuguese Branch and through its wholly-owned subsidiary, P. L. T.—Publicacoes de Listas Tclefonicas, 
S. A. R. L., a corporation organized under the laws of Portugal (“PLT"); 

Whereas, TASEC is a party to management contracts with PLT and CELSA pursuant to which 
it is entitled to receive a share of the revenues from their Portuguese telephone directory operations; 

Whereas, CELSA has a 92.1% interest (Esc. 23,025,000 quotas out of Esc. 23,000,000 quotas 
subscribed) in Bertrand (Irmaos) Lda., a Portuguese quota company (“BERTRAND”), which is 
engaged in the printing business; 

Whereas, ITTWD wishes to acquire from CELSA its telephone directory and printing operations 
in Portugal on the terms and conditions hereinafter set forth; 

Now, Therefore, in consideration of the premises and the mutual agreements hereinafter set forth, 
the parties hereto agree as follows: 

Section 1. Representations and Warranties of CELSA and TASEC. (a) CELSA represents 
and warrants to ITTWD as follows: 

1.1. CELSA is a corporation duly organized, validly existing and in good standing under 
the laws of Panama; all necessary corporate action has been taken to authorize the execution 
and delivery of this Agreement by CELSA and the performance b, it of its obligations here¬ 
under; CELSA owns the shares of capital stock of PLT and the interest in BERTRAND to be 
transferred by it to ITTWD pursuant to this Agreement; upon delivery of said shares of capital 
stock of PLT and the transfer of said interest in BERTRAND to ITTWD pursuant to this Agree¬ 
ment, against payment of the consideration therefor specified herein, ITTWD will receive good and 
marketable title to said shares and interest, free and clear of any lien, pledge, claim, option, charge or 
encumbrance; and the execution and delivery of this Agreement and the consummation of the 
transactions contemplated hereby will not violate the charter documents or by-laws of CELSA, PLT 
or BERTRAND or violate, or result in the acceleration of any obligation under, any mortgage, 
indenture, contract, agreement, order, judgment, decree, statute, ordinance or regulation by which 
any of said companies is bound, or require the consent of any other party thereto other than that of 
the owners of the minority interest in BERTRAND, which consent has been obtained, and does 
not require the approval of or filing with any governmental authorities having jurisdiction over 
any of said companies, except the filing of deeds evidencing the transfers contemplated by this 
Agreement, or, except as provided herein, require any action by PLT or BERTRAND. 

1.2. PLT is a corporation duly organized, validly existing and in good standing under the 
laws of Portugal, with corporate power to own all its properties and assets and conduct its 
business as now being conducted; PLT does not own or lease any property or conduct any 
operations in any jurisdiction other than the jurisdiction of -its incorporation; PLT does not 
have any subsidiaries; the authorized capital of PLT is Esc. 6,000,000 divided into 10,000 shares 
of Esc. 600 each, of which 1.000 are preferred and 9,000 are common; all of the authorized shares of 
PLT have been duly authorized, validly issued and are fully paid and not subject to further calls or 
assessments; and there are no outstanding options, claims, Hens or rights of any kind to acquire, 
or any securities or other instruments convertible into, shares of capital stock of any class of PLT. 



E-ll 








13. BERTRAND is a quota company (sociedadc por quotas) duly organized, validly exist¬ 
ing and in good standing under the laws of Portugal (registration provisional as to certain alterations 
of capital), with power to own all its properties and assets and conduct its business as now being 
conducted; BERTRAND does not own or lease any property or conduct operations in any juris¬ 
diction ether than the jurisdiction of its organization; BERTRAND does not have any subsidiaries; 
the capital of BERTRAND is Esc. 25,000,000. oi which Esc. 19.463,000 has been paid and Esc. 
5,537,000 is payable by CELSA; and interests (quotas) in BERTRAND are represented by the 
terms of its contract of association. 

1.4. The certified copies of the charter of PLT and the contract of association of BERTRAND, 
which have been delivered to ITTWD, are complete and correct and no amendments thereto have 
been made since the dates of certification of such documents. 

1.5. The combined balance sheet of PLT and the Portuguese Branch of CELSA and the 
balance sheet of BERTRAND, each as of May 31, 1969, and the related statements of income for 
the five months then ended, certified by the principal accounting officer of CELSA, copies of which 
have been delivered to ITTWD, have been prepared in accordance with generally accepted accounting 
principles applied on a basis consistent with those used in the prior fiscal year and fairly present 
the respective financial positions and results of operations of PLT and the Portuguese Branch of 
CELSA on a combined basis and of BERTRAND as of May 31, 1969 and for the five months 
then ended. The pro forma combined balance sheet giving effect to the transfer to and assumption 
by PLT as of May 31, 1969 of the assets and liabilities of the Portuguese Branch of CELSA to be 
transferred to and assumed by PLT pursuant to Section 3.1 of this Agreement, a copy of which 
has been delivered to ITTWD, fairly' presents the information it purports to show. 

145. PLT, CELSA as to the assets of its Portuguese Branch to be transferred to PLT, and 
BERTRAND have good and marketable title to their assets and properties, including those reflected 
in the balance sheets as of May 31, 1969 referred to in Section ; , or acquired subsequent to May 31, 
1969 (except such property or assets disposed of subsequent to said date in the ordinary course 
of business or with the consent of ITTWD, it being understood that a disposition of any as^et 
with a book value of more than $1,000 is not deemed to be a disposition in the ordinary course 
of business), free and clear nf any mortgage, lien, pledge, charge, claim or encumbrance, other 
than (i) as shown on said balance sheets as of May 31, 1969 or in any Schedule to this Agree¬ 
ment, (ii) the lien of taxes not yet due or payable or being contested in good faith by appropriate 
proceedings, and (iii) such imperfections of tit:e and encumbrances, if any, as do not materially 
detract from the value, or interfere with the present or continued use, of the assets and properties 
of said companies subject thereto or affected thereby, or otherwise materially impair their business 
operations; all machinery and equipment in regular use included in the properties and assets afore¬ 
mentioned have been well maintained and are in good and serviceable condition, normal wear and 
tear excepted; and all inventories of finished products and all goods and supplies reflected in such 
balance sheets represent items disposable at substantially current market prices for similar items. 

17. Except to the extent fully disclosed or reserved for in the balance sheets as of May 31, 
1969 referred to in Section 1.5 or in a Schedule to this Agreement, PLT, CELSA as to the liabilities 
of its Portuguese Branch to be assumed by PLT, or BERTRAND did not have, as of May 31, 1969, 
any material liability, absolute or contingent, required to be disclosed or reserved for in its balance 
sheet by generally accepted accounting principles, including without limitation, liabilities for franchise, 
property, sales, employment or other taxes payable for periods prior to May 31, 1969 and taxes in 
respect of or measured by income for periods prior to May 31, 1969. or arising out of any transaction 
or state of affairs entered into or existing on or before that date, including interest, penalties or any 
other assessments; and except to the extent disclosed in this Agreement or in a Schedule hereto, any 
and all liabilities incurred since May 31, 1969 have been incurred in the ordinary course of business 
and arc not attributable to any period prior to May 31, 1969. 
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ljj. Since May 31, 1969, except to the extent disclosed in this Agreement or in a Schedule 
hereto, there has not been (i) any material adverse change in the business or condition, financial 
or otherwise, of PLT, the Portuguese Branch of CELSA, or BERTRAND, whether or not arising 
in the ordinary course of business, (ii) any materia! destruction or loss of or damage to any of the 
assets or properties of said companies (whether or not covered by insurance) which materially 
and adversely affects the conduct of their business, (iii) any dividend or other distribution declared, 
paid or made by any of said companies to their shareholders or owners except for payments to 
the owners of the minority interest in BERTRAND as provided in its contract of association, (iv) any 
purchase, redemption, or other acquisition by PLT of any shares of its capital stock or any reduction 
in the capital of any of said companies, (v) any issuance, sale or ether disposition by PLT of any 
shares of its capital stock or any increase in the capital or the issuance of any other securities of 
any of said companies, except that additional quotas in BERTRAND have been paid up, (vi) the 
incurrence of any indebtedness for borrowed money except in the ordinary course of business, or 
(vii) any increase in the compensation payable or to become payable by said companies to any of 
their officers, employees or agents over the rates paid at May 31, 1969, except for normal merit 
increases. 

1.9. PLT and BERTRAND have duly filed all tax returns and other reports required to be 
filed by them with all appropriate taxing authorities and have paid all taxes, interest, penalties, 
assessments or deficiencies assessed by any such taxing authority, except those being contested in 
good faith by appropriate proceedings. 

1.10. Schedule A annexed hereto contains a complete and correct list of all real property 
owned by PLT, the Portuguese Branch of CELSA, and BERTRAND (with the address of each 
parcel of real estate and a brief description of the principal buildings and structures located 
thereon) and all leases of real property to which said companies are parties (with the address 
of each parcel of real estate covered thereby, a brief description of the principal buildings and 
structures located thereon, the term of the lease, renewal options, the amount or manner of 
determining the rent, obligations to pay for taxes and repairs, and other material provisions). 
Except as set forth in said Schedule, each of tne companies ha3 good and marketable ti«.le to the 
real property stated in the Schedule to be owned by it, free and clear of any mortgage, hen, 
pledge, charge, claim or encumbrance, other than the lien of taxes not yet due or payable or 
being contested in good faith by appropriate proceedings and such imperfections of title and 
encumbrances, if any, as do not materially detract from the value, or interfere with the present or 
continued use, of such real properties; each written lease listed in said Schedule is a valid and binding 
agreement enforceable in accordance with its terms, an no material default exists tinder any 
provision thereof; and all buildings referred to in said Schedule are in good repair, normal wear 
and tear excepted, and conform in all material respects to all applicable ordinances, regulations 

and zoning laws. 

1.11. Schedule B annexed hereto contains a complete and correct list of all material legal 
acti' ns, suits or proceedings to which PLT, the Portuguese Branch of CELSA, or BERTRAND 
is a arty, and a brief description thereof; and except as set forth in said Schedule, there are no 
maten il legal actions, suits or proceedings pending, or to the knowledge of CELSA threatened, 
against PLT, the Portuguese Branch of CELSA, or BERTRAND, or the properties or business 
of any of them, or affecting CELSA’s ownership of PLT, its Portuguese Branch, or BERTRAND, 
or which would prevent or hinder the consummation of the transactions contemplated by this 
Agreement; and none of said companies is charged with, or is under investigation with respect to, 
a violation of any provision of law or administrative ruling or regulation relating to any aspect 
of its business. 

1.12. Schedule C annexed hereto contains a complete and correct list of all contracts, agree¬ 
ments licenses or franchises (other thar those referred to in Section 1.13) to which PLT, the 
Portuguese Brnnch of CELSA, or BE-A'RAND is a party, except (i) contracts with subscribers 
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to telephone book advertising and (ii) contracts tor the purchase or sale of merchandise or services 
which involve the payment of less than $2,000. All such contracts, agreements, licenses and 
franchises are valid and binding and enforceable in accordance with their terms, and no default 
exists under any material provision thereof. 

1.13. Schedule D annexed hereto contains a complete and correct list of all collective bar¬ 
gaining agreements, employment or consulting contracts with directors, executives, employees or 
others, executive or employee compensation plans, deferred compensation agreements, employee 
pennon or retirement plans and employee profit sharing or bonus plans, to which PLT, the Portu¬ 
guese Branch of CELSA, or BERTF-AND is a party. 

1.14. Schedule E annexed hereto contains a complete and correct list of each type of report 
(other than tax returns) required to be filed by PLT, the Portuguese Branch of CELSA, or 

BERTRAND with any govemn.*nt or any agency thereof. 

LIS. Schedule F annexed hereto contains a complete and correct list of all patents, patent 
applications, copyrights, trademark registrations, trademark registration applications and trade¬ 
names owned or used by PLT, the Portuguese Branch of CELSA, or BERTRAND. 

L16. Sc hedule G annexed hereto contains a complete and correct list of all securities (other 
than evidences of indebtedness maturing within 90 days) owned by PLT, the Portuguese Branch 
of CELSA, or BERTRAND, none of which are subject to any restrictions, legal or contractual, 
on the disposition thereof. 

1.17. Schedule H annexed hereto contains a complete and correct list of the ten larg^t 
suppliers (by dollar volume) of products or services to each of PLT, the Portuguese Branch of 
CELSA , and BERTRAND, during the year ended December 31, 1968. 

(b) TASEC represents and warrants to ITTWD as follows: 

1.18. TASEC is a corporation duly organized, validly existing and in good standing under 
the laws of the Bahamas; and all necessary corporate action has been taken to authorize the 
exec u t i on and delivery of this Agreement by TASEC and the performance by it of its obligations 

hereunder. 

Section 2. Representations and Warranties of ITTWD. ITTWD represents and warrants to 
TASEC and CELSA as follows: 

2.1. JTTWD is a corporation duly organized, validly existing and in good standing under 
the laws of the State of Delaware. 

22. 'All necessary corporate action has been taken to authorize the execution and delivery of 
this Agreement by ITTWD and the performance by it of its obligations hereunder. 

Sbcitox 3. Purchase and Sale of Companies. Oa the basis of the representations and warranties 
herein contained, and subject to the terms and conditions herein set forth, ITTWD, TASEC and CELSA 
agree us follows: 

3.1. CELSA agrees that at or prior to Closing Time it will duly transfer to PLT the assets 
and business of its Portuguese Branch related to its Portuguese telephone directory operations, and 
will cause PLT to duly assume the liabilities of said Portuguese Branch related to its Portuguese 
telephone directory operations, pursuant to, and ta the extent set forth in, an instrument of assign¬ 
ment and assumption in the form attached hereto as Exhibit 1, which instrument shall also effect the 
termination of a certain agreement between CELSA and PLT dated March \7, 1959, relating to 
the division of services for the telephone directory operation. CELSA agrees that after giving effect 
to such transfer and assumption, it will sell to ITTWD. and ITTWD agrees to purchase from 
CELSA, all of the issued and outstanding shares of capital stock, both common and preferred, of 
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PLT, which sliares arc in bearer form and will be delivered to ITTWD at Closing Time. The 
purchase price to be paid by ITTWD for sucli shares of PLT shall be (a) $5,650,000 to be paid at 
Closing Time by ITTWD depositing the amount of $4,750,000 with Morgan Guaranty Trust Com¬ 
pany of New York as Escrow Agent in accordance with the form of the Escrow Agreement attached 
hereto as Exhibit 2 and delivering to CELSA the amount of $900,000 which CELSA will deposit 
with Morgan Guaranty Trust Company A New York in escrow pursuant to Section 6.2 hereof, 
plus (b) such additional amount determined in accordance with Section 3.6 to be paid subsequent 
to Closing Time as provided therein. 

3.2. TASEC agrees that at Closing Time it will cancel its management contracts with CELSA 
and PLT by an instrument of cancellation in form and substance satisfactory to counsel for ITTWD, 
and as consideration therefor ITTWD agrees to pay TASEC at Closing Time the sum of $1,S50,000. 

3.3. CELSA agrees that it will sell to ITTWD, and ITTWD agrees to purchase from CELSA, 
CELSA's 92.1% interest in BERTRAND, represented by quotas of Esc. 23,025,000 of which 
Esc 17,4SS,000 has been paid up and Esc. 5,537,000 remains unpaid. Said transfer shall be effected at 
Closing Time in Portugal by public deed signed before a notary in accordance with the laws of Portugal. 
The purchase price to be paid by ITTWD for said interest in BERTRAND shall be the amount 
determined in accordance with Section 3.6 to be paid subsequent to Closing Time as provided 
therein. ITTWD hereby assumes, effective as of Closing Time, CELSA’s obligations to pay up its 
quotas in BERTRAND. CELSA hereby waives in favor of ITTWD, effective as of Closing Time, 
any rights which it may have to purchase additional quotas in BERTRAND and any other rights 
which it may have under BERTRAND’s contract of association. 

3.4. CELSA agrees with respect to the contract dated March 28, 1968 between PLT and 
Telefones de Lisboa e Porto—Empresa Publics (“Telefones”) to which CELSA is a party, that 
CELSA will remain as guarantor to Telefones in accordance with the terms of said contract 
until such time as ITTWD or an affiliate of ITTWD is accepted in substitution of CELSA as 
guarantor or until Telefones indicates in writing that CELSA is released as guarantor without 
the need of substitution, and, further, CELSA agrees that it will take all necessary action to 
prevent, and to refrain from any action which in any way might constitute, a breach by CELSA 
of its obligations under said contract. ITTWD hereby assumes, effective as of Closing Time, all 
of CELSA’s obligations under said contract with Telefones and agrees to indemnify and hold 
harmless CELSA from and against any liability which it may incur as guarantor under said 
contract; and subsequent to Closing Time, ITTWD will use its best efforts, in cooperation with 
CELSA, to cause itself or its affiliate to be substituted in place of CELSA as guarantor under 
said contract in such a manner as to relieve CELSA from any further obligations thereunder. 
ITTWD hereby assumes, effective as of Closing Time, all of the obligations of CELSA and Artes 
Graficas Gomes de Souza S. A. under a guarantee of payment by BERTRAND for the printing 
press being purchased by it from MAN Augsburg A. C and agrees to indemnify and hold harmless 
said companies from and against any liability which they may incur under said guarantees; and 
subsequent to Closing Time, ITTWD will use its best efforts, in cooperation with said companies, 
to cause itself to be substituted in their place as guarantor in such a manner as to relieve said 
companies from any further obligations to MAN Augsburg A. C. 

3.5. Consummation of the transactions contemplated by Sections 3.1 through 3.3, inclusive, of 
this Agreement shall take place at the office of First Jersey National Bank, One Exchange Place, 
Jersey City, New Jersey, and in Lisbon, Portugal as to the BERTRAND transfer, or at such 
other place as the r ~‘ies hereto may agree to, immediately upon execution of this Agreement 
(referred to herein •• Hosing Time”). All transactions at the closing shall be deemed to have 
occurred vmultaneou \. and unless all of the transactions contemplated by Sections 3.1 through 
3.3 of this Agreement are effected, none of such transactions shall be effected. All payments made 
to TASEC and CELSA at the closing shall be in United States Dollars and shall be made by 
certified checks payable to their respective orders. All transfer taxes, if any, required in connection 
with this transaction will be paid by CELSA. 
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3.6. ITTWD shall cause Arthur Andersen & Co. or its affiliate to audit as of May 31, 1969 
the accounts of PLT (giving effect as of that date to the transfer to it of the assets and business of 
the Portuguese Branch of CELSA and the assumption by it of the liabilities of said Branch as 
provided in Section 3.1 but eliminating any interest which it had as of that date in BERTRAND) 
and of BERTRAND, and as soon as practicable after Closing Time to deliver to ITTWD and 
CELSA certified balance sheets of said companies as of May 31, 1969 and a certificate setting 
forth the tangible net worth of oaid companies as of May 31, 1969 computed in accordance with 
this Section 3.6. For purposes of this Agreement tangible net worth means total a: sets (including 
receivables) used in or arising out of the telephone directory and printing operations in Portugal, 
less liabilities and intangible assets (start up costs, franchise costs, goodwill and organization 
expenses shall be deemed intangible assets), all determined in accordance with generally accepted 
accounting principles. In computing tangible net worth of PLT and BERTRAND, provision for 
employee dismissal indemnity shall be 33J-J % of the maximum liability if all employees wei e dismissed. 
In competing tangible net worth of BERTRAND, the account receivable from Biafra shall be fully 
reserved against as a doubtful account. As soon as practicable after receipt by ITTWD of said 
certificate setting forth the tangible net worth of said companies as of May 31, 1969, the following 
payments shall be made by certified checks payable in United States Dollars: 

(a) If at May 31, 1969 the tangible net worth of PLT (giving effect to the transfer to it 
of the assets and business of the Portuguese Branch of CELSA and the assumption by it of the 
liabilities of said Branch as provided in Section 3.1 but eliminating any interest which it had 
as of that date in BERTRAND) as set forth in said certificate is positive, ITTWD shall pay to 
CELSA an amount equal to such tangible net worth as of May 31, 1969, or if it reflects a deficit, 
CELSA shall repay to ITTWD an amount equal to such deficit. 

(b) If at May 31, 1969 the tangible net worth of BERTRAND as set forth in said 
certificate is positive, ITTWD shall pay to CELSA an amount equal to 92.1% of such tangible 
net worth as of May 31,1969, or if it reflects a deficit, CELSA shall repay to ITTWD, an amount 
equal to 92.1% of such deficit. In addition, ITTWD shall pay to CELSA 92.1% of the amount 
by which the $600,000 appraised value of BERTRAND’s Dafundo plant, less any capital gains 
♦air (mais valia), transfer tax (sisa) and any other taxes that might be applicable to a sale of 
such property at such aporaised value, exceeds the book value thereof at May 31, 1969. 

At the time of such payments, any open accounts shall be settled between PLT or BERTRAND on 
the one hand and CELSA or any affiliate or associated company of CELSA on the other hand. 

The determination by Arthur Andersen fi: Co. or its affiliate of the tangible net worth of said companies, 
as set forth in the aforesaid certificate, shall be final and conclusive, unless within 20 days after 
receipt by CELSA of said certificate CELSA delivers to ITTWD an objection thereto in writing 
stating the amount by which CELSA believes the tangible net worth of PLT or BERTRAND is 
in excess of the amount set forth in said certificate. If the items in dispute are not resolved by negotia¬ 
tion within 20 days after receipt by ITTWD of said objection, the matter shall be submitted for 
arbitration to a second firm of auditors selected jointly by ITTWD and CELSA, and the determina¬ 
tion of said firm of auditors slia.ll be final and conclusive and binding on both ITTWD and CELSA. 
ITTWD shall promptly pay to CELSA the additional amount, if any, determined to be payable to 
CELSA pursuant to the above procedures as if said amount liad been included as part of tangible 
net worth in the aforesaid certificate. 

3.7. From time to time subsequent to Closing Time, CELSA will execute and deliver such 
further conveyances, assignments, instruments and written assurances as ITTWD may request 
in order to vest and, confirm in PLT title to the assets of the Portuguese Branch of CELSA and 
to vest and confirm in ITTWD title to the shares of PLT and the interest in BERTRAND to be 
purchased by ITTWD pursuant to this Agreement. 

Sectiox 4. Conditions Precedent to the Obligations of ITTWD. The obligations of ITTWD to 
consummate the transactions contemplated by this Agreement are subject to the accuracy of the representa- 






tions and warranties of TASEC and CELSA, to the performance by TASEC and CELSA of their 
obligations hereunder, and to the following further conditions: 

4.1. The representations and warranties of CELSA and TASEC contained in Section 1 of 
this Agreement shall be true in all material respects as if made at Closing Time, except to the extent 
that said representations and warranties are affected by the transactions contemplated by this Agree¬ 
ment, and ITTWD shall have received at Closing Time certificates to this effect executed by the 
appropriate officers of CELSA and TASEC. 

42. ITTWD shall have received at Closing Time, in form and substance satisfactory to 
counsel for ITTWD, the opinion of Dr. Nuno Soares da Fonseca, counsel for CELSA in Portugal, to 
the effect that PLT is a corporation duly organized, validly existing and in good standing under the 
laws of Portugal; tliat the authorized capital of PLT is Esc. 6,000,000 divided into 10,000 shares of 
Esc. 600 each, of which 1,000 are preferred and 9,000 are common; that the corporate records 
of PLT indicate that all of the authorized shares of PLT have been validly issued and are fully 
paid and not subject to further calls or assessments; that such records do noi disclose any outstand¬ 
ing claims, liens, options or rights of any kind to acquire, or any securities or other instruments 
convertible into, shares of capital stock of any class of PLT; that the form of instrument of transfer 
and assumption transferring the assets of the Portuguese Branch of CELSA to PLT and by which 
PLT assumes the liabilities of said Branch is in due legal form; that BERTRAND is a quota 
company (sodedade por quotas) duly organized, validly existing and in good standing under the 
laws of Portugal (registration provisional as to certain alterations of capital); that the form of 
deed to transfer CELSA’s interest in BERTRAND to ITTWD is in due legal form; and that 
the consummation of the transactions contemplated hereby will not violate the charter documents 
of PLT or BERTRAND, or to the best of such counsel’s knowledge, any mortgage, indenture, 
contract, agreement, order, judgment, decree, statute, ordinance or regulation by which it is bound, 
or require the consent of any other party thereto other than that of the owners of the minority 
interest in BERTRAND which has been duly obtained, and does not require the approval of or 
filing with any governmental authorities having jurisdiction over any of said companies, except the 
filing of deeds evidencing the transfers contemplated by this Agreement, or, except as provided 
in this Agreement, require any action by any of said companies. 

42. CELSA shall have delivered to ITTWD resignations from each director of PLT and 
those of BERTRAND elected by CELSA. Said resignations shall contain a statement to the 
effect that each such director has no contracts, agreements or commitments with PLT or BERT¬ 
RAND, as the case may be, and that he has received all payments to which he is entitled. 

4.4. ITTWD and its counsel shall have received copies of such certified resolutions and other 
documents as they may reasonably require in order to pass upon the accuracy and completeness 
of the representations and warranties made by CELSA in Section 1 of this Agreement and the 
adequacy of the corporate proceedings taken by it to effect the transactions contemplated hereby. 

4.5. None of the parties hereto shall have been restrained or enjoined by a court having juris¬ 
diction from taking any steps necessary to consummate the transactions contemplated by this 
Agreement, and no litigation or governmental action or proceeding shall be pending or threatened 
which if successful might result in any such restraining order or injunction. 

Section 5. Conditions Precedent to the Obligations of TASEC and CELSA. The obligations of 
TASEC and CELSA to consummate the transactions contemplated by this Agreement are subject 
to the accuracy of the representations and warranties of ITTWD-, to the performance by ITTWD of 
its obligations hereunder, and to the following further conditions: 

5.1. The representations and warranties of ITTWD contained in Section 2 of this Agree¬ 
ment shall be true in all material respects as if made at Closing Time, and TASEC anJ CELSA 
shall have received at Closing Time a certificate to this effect signed by the appropriate officer 
of ITTWD. 
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52. TASEC and CELSA Shall have received at Closing Time the opinion of Victor M. 
Berger, Esq., General Counsel for ITTWD, to the effect that ITTWD is a corporation duly 
organized and validly existing tinder the laws of the State of Delaware; and that this Agreement 
has been duly authorized by all necessary corporate action on the part of ITTWD, has been duly 
executed and delivered by ITTWD and constitutes the valid and binding agreement of ITTWD 
enforceable in accordance with its terms. 

5.3. TASEC, CELSA and >heir counsel shall have received copies of such certified resolu¬ 
tions and other documents as they may reasonably require in order to pass upon the accuracy and 
completeness of the representations and warranties made by ITTWD in Section 2 of this Agree¬ 
ment and the adequacy of the corporate proceedings taken by it to effect the transactions contemplated 
hereby. 

5.4. None of the parties hereto shall have been restrained or enjoined by a court having 
jurisdiction from taking any steps necessary to consummate the transactions contemplated by this 
Agreement, and no litigation or governmental action or proceeding shall be pending or threatened 
which if successful might result in any such restraining order or injunction. 

Section 6. Indemnification end Escrow. 

6.1. CELSA will indemnify and hold ITTWD harmless from and against any loss which 
it may suffer, directly or indirectly through its ownership of PLT and BERTRAND, (a) as a result 
of any liabilities of PLT or BERTRAND, absolute or contingent, existing at May 31, 1969, and 
whether known to CELSA at that time or not, to the extent not disclosed or reserved against, as 
required by generally accepted accounting principles, in the certified balance sheets as of May 31, 
1969, delivered to ITTWD and referred to in Section 3.6 of this Agreement, or reflected in any 
Schedule to this Agreement, or (b) as a result of any errors or omissions committed on the part 
of PLT or the Portuguese Branch of CELSA prior to Closing Time in connection with the publica¬ 
tion of telephone directories which are not adequately disclosed in the certified balance sheet of PLT 
delivered pursuant to Section 3.6 of this Agreement or in any Schedule to this Agreement, or (c) as 
a result of any breach of warranty or inaccurate or erroneous representation of CELSA contained 
in this Agreement, in any Schedule hereto, or in any certificate delivered by it pursuant hereto, or 
(d) as a result of payments fui employee indemnities made by PLT and BERTRAND during the 
period of this indemnity in excess of 50% of the % reserve used in computing the tangible net 
worth of said companies as of May 31, 1969 insofar as said payments are made in respect of persons 
in the employ of said companies at that date and are based on or measured by their employment to 
that date, but the maximum liability of CELSA under this clause shall be 50% of said 33j^% 
reserve as of May 31, 1969, or (e) in the defense of any action, suit, arbitration or proceeding arising 
out of any matter which is the subject of this indemnification. 

62. To secure its obligations to ITTWD pursuant to Section 6.1 of this Agreement, or any 
obligations to ITTWD which it may have pursuant to Section 3.6 of this Agreement, at Closing 
Time CELSA will deposit with Morgan Guaranty Trust Company of New York, as Escrow Agent, 
in accordance with the terms of the Escrow Agreement set forth as Exhibit 3 annexed hereto, the 
amount of $900,000, which escrow fund shall be reduced to $450,000 upon the expiration of 12 
months from Closing Time, subject to the provisions of said Escrow Agreement, and slia.ll terminate 
upon the expiration of 24 months from Closing Time, subject to the provisions of said Escrow 
Agreement. ITTWD shall have the right at any time and from time to time prior to the expiration 
of 24 months from Closing T : me to make claim against the escrow fund in accordance with the 
terms of the Escrow Agreement in the event that it determines CELSA has incurred a liability to 
it pursuant to Section 6.1 or Section 3.6 of this Agreement, in which event CELSA and ITTWD 
shall be bound by the terms of the Escrow Agreement ITTWD’s right to proceed against the 
escrow fund is in addition to, and not in limitation of, any rights which it may otherwise have under 
this Agreement. 

) ' 

I." ' 
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Section* 7. Agreement Not to Compete. 

TASEC and CELSA agree that if the transactions contemplated by this Agreem-n*- are con- 

PL^or BERT^Nn ' T ** in W3y COm P ete ' dircctl >' or ^«Uy. with 

lr T ° r B-RTRAND in the publication of telephone directories for a period of ten years after Closin'* 

1 ime in the geographical areas in which said companies are now conducting operations. 

Section 8. 3rokers or Finders. 

to and CELSA - TASEC and CEL SA hereby represent 

“I 11 D, that no broker or finder has been employed with respect to this Agreement or th* trans- 
actions contemplated hereby, except that Robert C. Hill has rendered financial assistance to TASEC 
and CELSA and will be fully compensated by them for his services. 

Section 9. Survival of Representations and Warranties. 

. Tl e -P/rr 110 " 3 ' warranties and indemnity agreements made by the parties in this A«*reement 
in any Schedule hereto, or in any certificate delivered pursuant hereto, shall survive Closin'* Time for a 
period of 24 months, and no claim for breach of warranty, misrepresentation or for indemnity shall be 
made by any party against any other party after the expiration of said 24 month period, except that there 
shall be no limitation on the undertakings of the parties contained in Section 3.4 or on CELSA’s repre¬ 
sentations, warranties and indemnity agreements insofar as they relate to taxes in respect of or measured 
by income for periods prior to May 31, 1969. 


Section 10. Miscellaneous. 

, JO-1' ^is Agreement shall be governed by and construed in accordance with the laws of 

hie State of New York. CELSA hereby irrevocably appoints its counsel. Messrs. Brown, Wood 
i-uller, Caldwell & Ivey, as its agent for service in connection with any legal action arising out of this’ 
Agreement brought in a court of competent jurisdiction in the State of New York. 

102. Any notices or other communication from any party hereto to any other party shall 

be sufficiently given if sent by registered mail or certified mail, po^.ge prepaid, addressed as 
follows: 

To ITTWD 

ITT World Directories Inc 
280 Park Avenue 
New York, New York 10017 
Attention: Secretary 

To TASEC 

Tasec Technical Advertising & Sales Engineering Corporation Limited 
% Listas Telefonicas Brasileiras S.A. 

Av. Pres. Wilson, 165 
Rio de Janeiro, Brazil 
Attention: Mr. G. Huber 

To CELSA 

Cia Editorial de Listas S-A. 

% Listas Telefonicas Brasileiras S-A. 

Av. Pres. Wilson, 165 
Rio de Janeiro, Brazil 
Attention: Mr. G. Huber 

or such other addresses as shall be furnished in writing by them, and any Such notice or communi¬ 
cation sliall be deemed to have been given as of the date so mailed. A copy of each notice or other 
communication to TASEC or CELSA shall be sent to their counsel. Messrs. Brown, Wood Fuller 
Caldwell & Ivey, 70 Pine Street, New York, N. Y; 10005, attention Charles J Johnson, Jr., Esq. ’ 
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10l 3- This Agreement shall be binding upon and shall inure to the benefit of the parties 
hereto and their respective successors and assigns. 

10.4. This Agreement may be executed in one or more counterparts, all of which shall be 
considered one and the same Agreement, and shall become effective when one or more counter¬ 
parts have been signed by all of the parties hereto and delivered to the other party. 

10.5. This Agreement embodies the entire agreement and understanding between ITTW D, 
TASEC and CELSA and supersedes all prior a^eements and understandings relating to the 
subject matter hereof. 

Iw Witness Whereof, the parties hereto have caused this Agreement to be executed by their 
respective officers thereunto duly authorized as of the day and year first above written. 


ES INC. 



CIA. EDITORIAL DE LISTAS S.A 


iv.iUi cr 


TASEC-TECHNICAL ADVERTISING & SALES 
ENGINEERING CORPORATION LIMITED 

. 

»,.{kafc:. 

Listas Telefonicas Brasileiras S. A. Paginas Amarelas (“LTB”) hereby represented by their 
Directors, Eurico Moraes Castanheira, Vice President, and Robert Sydney Arthur, Financial Director, 
duly authorized by decisic of the Board of Directors, at a meeting held on June 24, 1969, hereby guaran¬ 
tees performance by CELSA of any obligations which CELSA may incur to ITTWD under Section 6.1 
of this Agreement, and if necess^-y this guaranty may be satisfied by payment in cruzeiros to ITTU D or 
any affiliate of ITTWD in Brazil designated by it. This guarantee shall continue in full force and effect 
so long as CELSA may have anv obligation? to ITTWD under this Agreement. This guarantee shall be 
governed by the laws of New York and shall be enforceable by ITTWD, at its option, either in the 
jurisdiction of Brazil or the United States of America. LTB hereby irrevocably appoints its counsel, 
Brown, Wood, Fuller, Caldwell & Ivey, as its agent for service in connection with any legal action 
arising out of this Agreement, brought in a court of competent jurisdiction in the State of New York. 


LISTAS TELEFONICAS BRASILEIRAS SA. 
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PLAINTIFF'S TRIAL EXHIBIT 3 - 
P.L.T. - PLBLICACOES DE LISTAS 
TELEFONICAS, S.A.R.L. BERTRAND 
(IRMAOS), LIMITADA COMBINED 
BALANCE SHEET 


REPRODUCED HEREIN AT PAGES 
E-22 TO E-36 
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P.L.T. - PPBLICACOES DE LISTAS TELEFONICAS, S.A.R.L. 
BERTRAND (IRMAOS), LIMITADA 


COMBINED BALANCE SHEET AS OF MAY 31, 1969 
TOGETHER WITH AUDITORS' REPORT 


Arthur Andersen & Co. 
Madrid, Spain 
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Arthur Andersen & Co. 
Madrid. Spain 


To the Board of Directors of 
ITT World Directories, Inc.: 


We have examined the combined balance sheet of 
P.L.T. - PUBLICAQOES DE LISTAS TELEFONICAS, S.A.R.L. (a Por¬ 
tuguese corporation) and BERTRAND (IRMAOS), LIMITADA (a Por¬ 
tuguese quota company) as of May 31* 19^9; the basis of pre¬ 
sentation is set forth in Note 1 to the accompanying combined 
balance sheet. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in A he circumstances, 
except that, as instructed by management of Bertrand(Irmaos), 
Limitada, we did not request confirmation of its trade account 
receivable with the Bank of Biafra, amounting to Esc. 10,839,405 
This receivable has been fully reserved as of May 31* 1969- 

Bertrand (Irmaos), Limitada has not followed a con¬ 
sistent policy with respect to providing for depreciation on 
its machinery and equipment, based on depreciation rates es¬ 
tablished by the Company. As a result, the Company's ac¬ 
cumulated depreciation is estimated to be understated by ap¬ 
proximately Esc. 5*000,000 as of May 31* 1969* This understate¬ 
ment relates primarily to machinery and equipment acquired in 
i 960 and prior. 














As set forth in Note 10 to the combined balance sheet, 
Bertrand (Irmaos), Limitada has not accrued for any amounts 
which will be paid in the future with respect to advances to 
certain quota holders in accordance with the provisions of the 
Company's articles of association. 

In our opinion, except for the effect, if any, of 
such adjustments as might have been disclosed had confirmation 
of the Bank of Biafra account receivable been requested and 
except for the effect of the matters discussed in the preceding 
two paragraphs, the accompanying combined balance sheet presents 
fairly the combined financial position of P.L.T.- Publicapoes 
de Listas Telefdnicas, S.A.R.L., and Bertrand (Irmaos), Limita¬ 
da as of May Jl, 1969# in conformity with generally accepted ac¬ 
counting principles which, other than for the changes for re¬ 
cording advertising revenues and accounting for the employee 
termination liability as indicated in Note 12 to the combined 
balance sheet, were applied on a basis consistent with those 
applied in the balance sheets of the Companies as of August 31, 
1968. 

7 #. 


Madrid, Spain, 
August 12, 1969. 
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P.L.T. - PUBLICACOBS DE LI3TA3 TEUPQM 

BERTRAND (IRMA03) r LIM1TAD 

COMBINED BALANCE SHEET -- MAY 31 . 13 

(Currenoy -- Portuguese Eacud 

i 


A 8 SETS 


CURRENT ASSETS* 
Cash 


Votes and aooounts receivable - 
Trade 

Other (Notes 1 and 10) 


Loss- Reserve for doubtful aooounts 


Inventories (Note 2)- 

Rsw aaterlals and supplies 
Vork-ln-prooess 

Telephone directories In process 


Less- Reserve for slow-moving Inventories 


Prepaid expenses 

Total eurrent assets 


PROPERTY.PLANT AND EQUIPMENT, at oost* 
Land and buildings (Note 5) 

Machinery and equipment (Note 5) 

Offloe furniture and equipment 

Vehicles 


Loss- Aooumulated depreoiatlon 
Land and new faotory projeot (Note 3) 


DEPOSITS 

5 


P.I..T. 




70,2r6,79* 

71,620,619 
_ *[ 47 1 801 


517.625 

.i&ih&i 


8*375*592 


Atllitm 

l8,08l 

litiistiii 


INVESTMENT IN BERTRAND (IRMAOS) Lda. (Note 1 and 8) .?tl?5»000 


I.l69.*63 

3,276,056 

....?5 t 660 


^ l r\l 1 


2.591.011 


_100,290 

92.091.868 


The aoeonpanylng notes to eonblned 


»*■ 

balanee sheet are an 











Bertrand 


Eliminations 
ffiote 1) 


Combined 


12.644,037 

« 

.A&Adll 

19*966,076 

_2 t 206 t 485 

22,172.561 

AiUlAll 

3.633.454 
3,276,236 


90,242,870 

..2t§52t219 

93.793.180 

16,184,545 

1 

< 

• 

♦ 

( 

I ♦ 

*,201.079 

>,276.236 

„Ii?2Ii2«Z 

6.959.690 

1,113,023 

- 

15.335.282 

1,113.023 

A&'AAA I 

317,930 




336.011 

I4 t 544 t 451 

- 

’2iiii2t§i§ 

m 

(2,X?5,_200) 

- _ 


7.713.137 

• 

7.713,137 

34.399.653 

5,485.066 

" I 

35.569.116 

8,761,122 

_ 759.§21 

- 

„..Z25i5?Z 

48,357.783 

• 

52,838,962 

24,858 1 8 46 

•%_ 

.*«iZi2i9*2 

23.^98.937 

. 

26,089,948 

ZSdI2i?9J 

- 

.iSiiZ2i*2J 


• 


| 147.571 

- 

247.861 

56,370.162 

(2,725.000) 

145.736,630 

i ■ 

Integral part of 

t 

• v . . ** . 

# * 

. ' * 

* 

thla etatenent. 

I • 

!' * • 

1 V 

i , • * 








































BERTRAND (IRKAOS), LIJO 


BALANCE SHEET 


(Currency — Portuguese El 


CURRENT LIABILITIES! 

Short-tern bank borrowing (1 

Mortgage loan payable (Note 

Notes and acoounta payable- 
Trade < 

Due on land and nachlnery 
Other 


9 * 591 . 9 * 
_l,058.0g 
10 t 650 t 03 
8 ' \21 


Aoorued Income taxes payable (Note 6) 
Other aeorued liabilities 

Total eurrent liabilities 

INTERCOMPANY ' ACCOUNTS (RECEIVABLE) PAYABLE 

(Note l)t 
Bertrand 
t.L.T. 

Celsa 

Taseo 

• LIB, Brasil 


LONO-TERM NOTES PAYABLE# principally on land and 
aaohlnery and due In various installments 
through 1972 

EMPLOYEE TERMINATION RESERVE (Note 7) 

STOCKHOLDER *** INVESTMENT! 

Oapltsl (Note 8) 

Legal reserve (Note 9) ^ .. 

Earned surplus (deficit) (Note 8) 


The accompanying notes to combined balance sheet s 
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NOTE 1 


Combined 


Eliminations 


Bertrand 


_6 t 6oo,ooo 

litliitiii 

10,530,842 

6,412,875 


4 t 888 t 508 

itiiitiii 


ro a Integral part of thie atatsasnt 





















P.L.T. - PUBLICACOES D£ LISTAS TELEFONICAS , S.A.R.L. 
BERTRAND (IRMAOS), LIMITADA 


NOTES TO COHEINED BALANCE SHEET 
MAY 31, 1969 


1 ) Basis of Presentation 

Cfa.Editorial de Listas, S.A. "CELSA", a Panamanian 
corporation, has been engaged in the publication of telephone 
directories in Portugal through its Portuguese branch and through 
P.L.T. - Publica^oes de Listas Telefonicas, S.A.R.L. "P.L.T.", 
its Portuguese affiliate. The Portuguese telephone directories 
have been printed by CELSA's majority held Portuguese subsidiary, 
Bertrand (Irmaos), Limitada "Bertrand". 

In accordance with an agreement between ITT World Di¬ 
rectories, Inc. "ITTWD", TASEC-Technical Advertising and Sales 
Engineering Corporation Limited "TASEC", and CELSA, dated July 
9, 1969 , wherein are set forth the terms and conditions of ITTWD 
acquiring from CELSA its telephone directory and printing opera¬ 
tions in Portugal, CELSA transferred to P.L.T. the net assets and 
business of its Portuguese branch related to its Portuguese te¬ 
lephone directory operations, except that such net assets did not 
include the branch's liability for income taxes. In addition, 
CELSA also agreed to terminate its arrangements with P.L.T. re¬ 
lating to the division of services for the telephone directory 
operation, and TASEC agreed to cancel its management contract with 
P.L.T. 

The accompanying combined balance sheet includes the ac¬ 
counts of P.L.T. and Bertrand as of May 31# 1969 * Reflected in 
the P.L.T. accounts are the net assets of CELSA relating to its 
Portuguese telephone directory operations as of that date which 
were being transferred to P.L.T. as set forth in the above men • 
tioned agreement. These net assets, totalling Esc. 23,107,099, 
may be summarized as follows: 
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Description 


As of May 31 , 1969 


ASSETS: 

Current assets Esc. 3*266,131 

Equipment, net 1,414,646 

Intercompany accounts 
receivable: 

Bertrand Esc. 6,522,748 

P.L.T. 38,789*684 

Total assets 


LIABILITIES: 

Current liabilities, in¬ 
cluding short-term bank 
borrowings of Esc. 

12,600,000 Esc. 26,287,985 

Employee termination re¬ 
serve 598,125 

Net assets, re¬ 
flected in in¬ 
tercompany ac¬ 
counts as pay¬ 
able to CELSA 


Esc. 4,680,777 


45,312,432 
Esc. 49*993*209 


26,886,110 


Esc. 23,107,099 


Also pursuant to the above mentioned agreement, certain 
of P.L.T.'s net assets not related to its Portuguese telephone 
directory operations were transferred to CELSA. The balances of 
such net assets as of May 31* 1969* totalling Esc. 457,779, re¬ 
flected in the accompanying balance sheet, may be summarized as 
follows: 


_ Description _ 

ASSETS: 

Other accounts receivable 
Investment in Bertrand, net 
Intercompany account receivable 
LTB, Brazil 

Total assets 

LIABILITIES: * 

Other accounts payable 
Intercompany account payable, 
TASEC 

Net assets 


As of May 31* 1969 

Esc. 31*051 

2,725,000 

_40,040 
Esc. 2,796,091 

401,000 

1,937*312 
Esc. 457,779 
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In the accompanying combined balance sheet, all 
significant transactions and account balances between P.L.T. 
and Bertrand as of May 31, 1969/ have been eliminated. 

2) Inventories 

Telephone directories in process reflected in 
P.L.T.'s inventory represent the cost of preparing the new 
editions of these directories which are now in process and 
include related general and administrative expenses. 

Raw materials and supplies of P.L.T. and Bertrand, 
as well as Bertrand's work-in-process inventory, are stated 
at the lower of average cost or market. 

As of May 31, 1969/ CELSA has guaranteed P.L.T.'s 
performance under its contract with Telefo.’-'s de Lisboa e 
Porto - Erapresa Pdblica. This guarantee may be transferred 
to ITTWD or one of ITTWD's affiliates at some future date. 

[3) Land and New Factory 
Project 


Bertrand is currently in the process of negotiating 
a contract for the construction of a factory building on land 
which has already been acquired in Quelux, Portugal. As of 
May 31/ 1969/ costs incurred on this project were as follows: 


Description _ 

Land 

Preliminary costs fcr 
factory building 
construction 


Advances relating to ma¬ 
chinery for the new 
factory building 


Amount 


1?/ 

464, 

o 

o 

1/ 

8l6, 

621 

15/ 

281 , 

021 

2, 

898, 

182 

18 , 

179, 

203 

:xsa 
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The estimated cost of the factory building is Esc. 
15*000,000. The Company has contracted for the purchase of a 
web offset press and auxiliary equipment to be utilized in the 
new factory building. This machinery, which is scheduled for 
delivery in late 1969 , will cost german D.M. 2,160,902, or 
Esc. 15*970,000 at present exchange rates. The Esc. 2 , 898,182 
represents payments already made of Esc. 776,650 and accepted 
drafts due in December, 1969 * of Esc. 2,121,552. The remaining 
amounts to be paid for this machinery (approximately Esc. 
15 * 000 , 000 ) will be payable in installments over a five and one 
half year period from date of delivery. Payments for this ma¬ 
chinery have been guaranteed by CELSA and one of its affiliates. 
This guarantee was transferred to ITTWD in connection with the 
agreement dated July 9* 1969* discussed in Note 1 above. 

P.L.T. and Bertrand have no significant capital com¬ 
mitments, other than those described above. 


(4) Short-term Bank 
Borrowings 

As of May 51* 1969* Esc. 52,856,000 short-term bank 
borrowings have been utilized, primarily in the form of 
discounted accomodation drafts for affiliated company working 
capital purposes. 

In June, 1969 * P.L.T. increased its short-term bank 
borrowings by Esc. 12,000,000 through discounted accomodation 
drafts. These funds have been utilized primarily to reduce 
the intercompany account payable to CELSA. 


(5) Mortgage Loan 
Payable _ 

As of May 51, 1969 * Bertrand had Esc. 5,847,276 due 
to Caixa Geral de Depositos, Credito & Previdencia on a 5 % 
mortgage loan. This loan has an off'jial maturity of six 
months, which has been renewed on a six month basis since 
its inception in 1965 * with a principal payment of Esc. 
440,000 each semester. 
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If the present repayment program is maintained, the 
loan will be repaid in yearly amounts of Esc. 880,000, through 
1975* However, the total amount due has been classified as a 
current liability in the accompanying combined balance sheet, 
because of i ' official term status being six months. 


The Company's land, buildings and machinery and 
equipment located in Dafundo, Portugal, have been mortgaged 
as security for this loan. 


6 ) Accrued Income Taxes 
Payable 


Pending final review by the tax authorities, income 
taxes for the following periods have not been settled: 


P.L.T. - Prom January 1, 1968 through May 31 , 1969 
Bertrand - Prom January 1, 1964 through May 31 , 1969 


The Companies have provided for income taxes in the accounts 
for these periods on the basis of taxable income estimated to 
be assessed and applicable tax rates in effect. 


The amount of income taxes which will be finally due 
cannot be accurately determined now since such taxes are depen¬ 
dent primarily on the amount of non-allowable expenses. If any, 
which nay result from the tax authorities' reviews. In the 
opinion of management, the actual tax liabilities of the Com¬ 
panies will not materially exceed the amount reflected in the 
accompanying combined balance sheet. 


As set forth in Note 1 above, the income tax liability 
of CELSA's Portuguese branch was not transferred to P.L.T. 


7) Employee Termination 
Reserve 


Under Portuguese labor laws, personnel dismissed in 
certain circumstances are entitled to a termination indemnity 
based on length of service and leve] of computation at the date 
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of termination. In the accompanying combined balance sheet, 
a reserve has been provided for one-third of the maximum such 
liability if all employees were dismissed as of that date. 


P.L.T. has approximately 50 sales agents who are not 
registered as employees of the Company and who are remunerated 
on a commission basis for sales orders obtained. In the opinion 
of management, the Company does not have a liability with res¬ 
pect to the termination of these agents, and accordingly, the 
accompanying combined balance sheet reflects no such reserve. 

|8) Capital 

The capital of P.L.T. is represented by capital stock, 

> as follows: 


Series 


Shares 
per vote 


Preferential 1 


Common 


100 

r=ss 


Number 

Par 


of shares 

value, each 

Total 

1,000 

600 

600,000 

9.000 

\ 

Oil 

Oil 

von 

5 ,^00,000 

10,000 


6 ,000,000 


In February, 1969* the capital stock of the Company 
was increased from Esc. 1,000,000 to Esc. 6,000,000 by the 
transfer of Esc. 5*000,000 to capital stock from earned surplus. 

In conjunction with this transfer, the par value of each share 
was Increased from Esc. 100 to Esc. 600. 

In the event of liquidation, the holders of preferential 
shares have a prior claim on the net assets of the Company up to 
ten percent of the par value of the preferred shares. They will 
also share with the holders of common shares in any excess of net 
assets over the par value of capital stocks in proportion to the 
aggregate par value of preferential and common shares. 

The capital of Bertrand, which is represented by quotas, 
is authorized by the Company as Esc.25,000,000, although only Esc. 
7*700,000 has been officially registered by the Company In the 
Lisbon Commercial Register as required by Portuguese Law. As of 
May 31, 1969* Esc. 19*463*000 has been reflected as paid in, of 
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which Esc. 5,659,000 represents the capitalization of inter¬ 
company accounts payable as of that date (Esc. 5,260 000 bv 
CEL3A and Eac. 399,000 by P.I.T.). In accordance „Iih?ha 
agreement discussed in Note 1 above, ITTWD has assumed the 
obligation with respect to the remaining amounts due as capi- 

a otalling Esc. 5,537,000. There is no present requirement 
or commitment for these amounts to be paid in. retirement 

In the accompanying combined balance sheet, P L T 's 
investment in Bertrand as of May 51, 1969, of Esc. 3 , 315,000 
less Esc. 590,000 for possible losses, has been eliminated. 

As set forth in Note 1 above, this investment has subsequently 
been transferred to CELSA. 4 ' y 

(9) Legal Reserve 

, accordance with Portuguese Law, at least 5# of an¬ 

nual net income must be set aside in a legal reserve until such 
reserve equals the statutory requirement of 20# of capital. 

This reserve is not available for distribution but may be used 

Iarnin«V° SS w S &11 ° thei * free reserves and accumulated 

earnings have been exhausted. 

. AS ° f May the remaining statutory require- 

ment with respect to the Companies' legal reserves amounted to 
Esc. 1,000 000 for P.L.T., and Esc. 3,6 5 8.132 for Bertrand 
based on its reported capital at that date of Esc. 19,463,000. 

.(10) Advance Payments on 
Account of Future 
Profits _ 

, accordance with Bertrand's articles of association 

entitled 6 ? t0 da ? e ' certain of the Company's quota holders are 
entitled to receive annual payments defined as advances on ac¬ 
count of future profits. These payments are due to the indivi¬ 
dual or his spouse for life, upon involuntary termination or 
retirement from service in the Company. The articles of as- 

n °r pro ^ sion for the repayment of the advances 
in the absence of profits nor for the termination of the right 
to receive these advances if the individual is no longer a 
quota holder of the Company. 
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Currently, such advances are being made to the fol 
lowing quota holders totalling Esc. 540,000, as follows: 


_ Names _ 

Irene Bertrand 
Domingo Bertrand 
Vicente Bertrand 


Quotas held 


Esc. 460,000 
460,000 
460,000 
Esc. 1,380,000* 


Annual 

advances 

Esc. 180,000 

180,000 

180,000 

Esc. 540,000* 


Advances due the other quota holders entitled to 
such amounts upon involuntary termination or retirement will 
total Esc. 169,200, as follows: 


_ Name s _ 

Manuel Bertrand 
Carlos Bertrand 


Quotas held 


Esc. 872,000 

316,000 

Esc. 1,188,000* 


Annual 

advances 

Esc. 124,200 

45,000 

Esc. 169,200* 


* Combined amount 


Esc. 2,568,000 


Esc. 7Cj 20C 


As of May 31, 1969, the Company had an account re¬ 
ceivable of Esc. 1,404,000 representing the excess o'* such 
advances over profits attributable to the three currer -ly 
participating quota holders. The Company has made no atterpt 
to recover these amounts which have been accumulating since 
1965- In the opinion of management, there *s little pos¬ 
sibility of collection and these amounts h. /e been fully 
reserved in the accompanying combined balance sheet. 

While the Company has not obtained a conclusive 
legal opinion concerning its obligation to make such advances in 
the absence of applicable profits, management believes that the 
Company does have this obligation. The present capital value 











of the future obligation to pay these yearly advances total¬ 
ling Esc. 705,200 is estimated to be Esc. 6,000,000, discounted 
at 4# per annum and considering that advances to Manuel and 
Carlos Bertrand would be due as from June 1 # 1969 . No accrual 
has been made in the accompanying combined balance sheet for 
amounts which will be paid in the future in this respect. 


Trade Drafts 
Discounted 

As of May 31, 1969* the Companies were contingently 
liable as endorsers of unmatured trade drafts discounted at 
banks, as follows: 



Amount 


P.L.T. 

Bertrand 


!sc. 18,764,066 
5,463,418 
Iso. 24,227,484 


Changes in Ac¬ 
counting Po] - 
i c: e 3 _ 

As of May 31, 1969 , P.L.T. and CELSA's Portuguese 
branch adopted the policy of recording advertising revenues 
relating to telephone directory extensions when the direc¬ 
tory edition to which the extension related, is compl* ted and 
distributed. Previously, such revenues were deferred until 
the new edition was completed and distributed. Had this change 
in accounting policy been applied to the balance sheets as of 
August 31, 1968 , net assets of P.L.T. and of the Portuguese 
branch of CELSA would have been increased as cf.that date by 
approximately Esc. 1,830,000 and Esc. 340,000, respectively, 
after recognizing the income tax effect. 

“ . j 

( 
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As of May 31 > 19^9# Bertrand adopted tne policy of 
providing for one-third of its maximum employee termination 
liability, discussed more fully in Note 7 above. Had this 
change in accounting policy been applied to the balance sheet 
as of August 31* 1968, the Company's net assets would have been 
decreased at that date by approximately Esc. 3*950,000. 
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F.u» Szn'i’jri Cibi.'l. /.<■ Tr»v. Condemn do r.io, 7 

Tdefs. Pi‘C 31 SI IS, 21 21 35 Tile's. POX 3005<. 32 !?M. 3>.I3<3 
Dtfbi.do - LI:bos * Poriv/d 


Arthur akdeesen & co 

Arapilos 13i 
Madrid 15 


E S P A N II A ; 


. Su» refircrci* Su» comunicijlo da Nosiz rrfarCnci* DAFUNOO, 12/3/6 9 

* • 

ASSUNTO: 

i 

Dear Sirs, 


In connection with your e-:r mation of the combined ba¬ 
lance sheet of PLT-Publica$oes do Listas Telefonicas SARL, and Bor- 
trand (irtr.Sos) Ld* as of May 31» 19<>9 1 you have inquired whether wo 
havo knowledge of any significant facts not mado known to you con¬ 
cerning the matters mentioned below. Uo understand that those matters 
have boon reviewed or checked Dy you to tho extent ulict u tiny iicx v U ww 
me within tho scope of your examination and that you havo detormined 
the scope of your examination in accordance with gonorally accepted 
auditing standards applicable in tho circunstances. Ifo give our as¬ 
surance , without undertalcing to guarantee, that so far as wo know; 


1* The cornbinod balance sheet and related notes, as applic 
ablo to our Company signed by us on August 12, 1969 , properly 3 how 
the financial position of tho Company as of'May 31 , 1969 , dotorminod 
in accordance with l) generally accepted accounting principles and 
2) tho terms of the July 9» 19o9» agreement between ITT Vorld Dire to 
ries Ino. (ITTJID) , TASEC-Tochnical Advertising d> Sales' Engineering 
Corporation Limitod, and Cia. Editorial do Listas S.A. (CELSA) whero- 
in are sot forth tho torms and conditions of ITTb’D acquiring from 
CELSA its tolcpliono directory and printing oporations in Portugal , 
except that tho Company has not followed a consistent policy with 
rospoct to providing for depreciation on its machinery and equipment, 
basod on doprociation x-atos established by tho Company. As a rosult 
*021 a gonorally accoptod accounting basis consistently applied tho 






ASSUNTO: 


Company's accumulated depreciation is estimated to be understated 
by approximately Esc: 5»000,000 as of May 31» 1969* This understate¬ 
ment relates pi-imarily to machinery and equipment acquired in i 960 
and prior. Also, as set forth in Note 10, the Company has not acciucd 
for any amounts as of Hay , 1969 * which will be paid in tho future 
with respect to advances to certain quota holders in accordance 
with the provisions of tho Company's articles of association. 

Tho Company's land, buildings and improvements at Dofundo 
are shown as of May 31, 1969 at coot of Esc. 7»713»137 less accumulat 
ed depreciation of Esc. 2,271,832^ In tho event that such land, buil¬ 
dings and improvements arc sold for Esq. 16,911,000 (US$ 600.000 at., 

• 1 7 /vJ 00 • l) f .'*/>*?•/—A if* 

.the present rate of exchange) , applicable p<5rtu&uese taxos on such. 

.sale would bo: ^cV*/i.y 

a) SISA land transfer tax of 9.6$ of tho sales price, 

amounting ?to-Eoc. 1, 623 ,000. ~4~£/ (tic *| 

b) Capital gains tax of 10£ on tho excess of sales pri¬ 
ce over tho net book value at tho dato of disposal. 
Had such disposal been offcctod at May 31, 1969 * tho 

capital gains tax would havo been Esc. 1,147,000. 

«■ U(.\ t t i.y O'*** u 

2, A s of May 31 , 1969» the Company had: a) satisfatory 

titlo to all assets, b) no unrecorded or contingent assets, c) no 
unrecorded liabilities, o. contingent liabilities other than thoso 
fully disclosed in the notes to tho May 31 , 1969 , combined balanco 
sheet roforrod to in paragraph 1 above, d) no oxcoao or Qbsoloto in¬ 
ventories that had not boon reduced to net l'oalisab.l.o valuo, and 
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Oftcinsi Grrflcts 


Koiogravur* cncaourm^o 
Foiogravura Dcsciiho 


Bertrand Cinmsos), Lda. 

. . Rua Sacadura OUrat, 2u Trav. Condcm do Rio, 7 

Yelcfs. PPC 21 51 86. 21 21 35 Telcfi. PBX 3C3St 32 1389, 32I3M 
Dafundo • Portugal Lisboa - Portugal 



tui referenda 


Sua comunicaflo do 


Nossa rcfcrSnci* 


DAFOMDO, 


ASSUNTO: ,. 

• • 

f) no capital repurchase agreements and no capital reserved for 

options, warrants, coversions or othor requirements# 

3# All transactions of the company during the period Au¬ 
gust 31 , 19 ^ 8 , to date with outside parties wero conducted on an arm* 
'e-length basis, and, to that end, none f the officers or key em¬ 
ployees of the company had any matorial direct or indirect ownership 
( othor than through investment in publicly traded securities) or 
profit participation in outsido businoss onterprises with which the 
company had significant purchases or sales# 

4# S xiK . e May 31, 1969 , thoro have been no events or tren- 
sations other than those reflected or fully di^losed in tho combined 
balance shoot which have a material effect on our financial position 
reflooted in that combined balance sheot or.which should be disclosed 
thArrin to mako it not misleading# 

5 , All accounting and financial records and r.olated data 
of tho company wero available to you, and none of them were withhold 
from you# “ 


Very tiruly yours. 
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PLAINTIFF'S TRIAL EXHIBIT 4 - 
LETTER DATED DECEMBER 3, 1969 
FROM BERTRAND (IRMAOS), LDA TO 
ARTHUR ANDERSON & CO. 
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DEFENDANTS' TRIAL EXHIBIT A - 
BERTRAND (IRMAOS) LIMITADA 
BALANCE SHEET AS OF AUGUST 3, 1968 





REPRODUCED HEREIN AT PAGES 















BERTRAND (IRMAOS), LIMITADA 



TOGETHER WITH AUDITORS' REPORT 


Arthur Andersen & Co. 
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Arthur Andersen & Co. 

Madrid, Spain 


To the Board of Directors of 
Bertrand (Irmaos), Liraitada: 


We have examined the balance sheet of BERTRAND 
(IRMAOS), LIMITADA as of August J>1, 1968 . Our examination 
was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as 
we considered necessary in the circumstances, except as 
explained in the two following paragraphs. 

In accordance with your instructions, we did not 
extend our auditing procedures sufficiently to enable us to 
express an opinion on the consistency of application of 
accounting principles in the accompanying balance sheet as 
of August 31* with those applied in the balance sheet 

as of December 31, 1967 . 

Included in trade notes and accounts receivable at 
August 31, 1968 , is an amount of $356,930 due from the Bank 
of Biafra. This amount represents the unpaid balance due on 
sales totaling $ 683,^56 and to the date of this report the 
customer has made all payments required through that date by 
the terms of the sales contract. We were unable to obtain 
confirmation of this receivable from the customer. Management 
believes that no loss will be sustained in the collection of 
this account; however, pending 'he outcome of the present 
!>o] itical situation in Biafra it is not possible to form an 
•Pinion as to the collectibility of this receivable. 
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In our opinion, except for the effect, if any., of a) 
such adjustments as might have been disclosed had confirmation 
been obtained of th® receivable referred to in the preceding 
paragraph, and b) possible losses which may be sustained in 
the collection of that receivable, the accompanying balance 
sheet presents fairly the financial position of Bertrand 
(Irmaos), Limitada as of August 31* 1968, in conformity with 
generally accepted accounting principles. 




Madrid, Spain, 

October 11, 1968 . 
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a a a i t s 

CURRENT ASSETS) 

Cash 

Notts snd account* reeelvable- 

Trade, not of $138,405 of unaaturad 
note* discounted at bank* 

Minority partner*' aubaorlptiona (Not# 5) 
Othur 

Htstrvt for doubtful tccounti 

Inventories, at lower of average coat 
or earket- 

Raw aaterlala and supplies 
Work in process 

Prepaid expense* 

Total current assets 


DUE FROM AFFILIATED COMPANY) 

CoapaRia Editorial do Liotaa, S.A.* 
Portuguese branch 


PLANT AND EQUIPMENT, at coat) 
Land and buildings (Not* 3) 
Machinery and equlpeent 
Vehicle* 

Office furniture and equipment 


Leas* Reserve for depreciation 


Land and developaent coats for new factory 

OTHER ASSETS) 

Deferred expenaea 
Deposits 


BALANCE SHEET — AUGUST 31. 1963 
(Currency -- U.S. Duller* - Note 1) 

LIABILITIES 

CURRENT LIABILITIES) 


623.357 

55.335 
89.296 
( 28.000) 

*5.27* 

739.938 

Short-term bank borrowing 

Current aaturlty of long-tera 
aortgag* loan 

Nates and accounts payable* 

Trade 

Due on land purchases 

Other 

336,822 
87.500 
• 38.535 

103.31* 

131.186 

23*.500 

Accrued lncoae taxes (Note 2) 

Accrued eaploye* bonuses 

Other accrued liabilities 

Total current liabilities 



15.723 




1.035.*85 

109.307 

DUE TO AFFILIATED COMPANIES: 

P.L.T. • Publleacoea de Lists* 
Telefonlcas, S.A.R.L., net of 
151,520 of capital subscription 
pending payment (Hot* 5) 

Technical Advertising A Sales 
■Engineering Corp. 

77.850 

268,652 
1,109.*99 
22.353 
191.315 


LONG-TERM DEBT)‘. 

Mi-■-gage loan, less current 
aaturlty (Not* 3) 

Notes payable te land and aachlnery 
vendors 

189.255 

177.332 

1.591.819 

723.007 


CONTINGENT LIABILITIES (Not* *) 


868.812 
35*.661 

1.223.*73 

CAPITAL AND SURPLUS) 

Capl ul (Note 5) 

Legal reserve 

Earned surplus 

875.000 

8.206 

152,192 

10,193 

*.501 

l*.C9* 


- 


2.362.959 




132.895 

30,800 

*62.857 

198.757 
69.365 
3.*93 

898.167 


82,807 


366.587 


1.035,398 


2.382.939 


The accompanying note* are an Integral part of thla balance sheet 

















BERTRAND (IRMflQS), LIM ITADA 

NOTES TO B ALANCE SHEET 
AUGUST 31. 1Q68 


(1) Translation to 
U.S. Dollars 


Portuguese maintai r in 

ssr:; s! »•»«“ h 0 :?."? 

»“ S! 

unchanged since the Inception of the Company. 
A£crued_Income Taxes 

^J5£S^-^=aS£»S2=- 

due cannot Se'a^raJ.ll d^iLTs^lr‘illde'InT* 

• hi s-si-ss^s:- 1 r- r* 

of management, the actual tax llabllltv'of ° pInlon 

Will not materially exceed aSo^lelecId STS 

accompanying balance sheet. lected in the . 


(3) Mortgage Loan 

SSSSJT Hf*j Deposltos, Iredl to 0°"°“^ 

over tbn-year"period, le aroint ere St TS 

factorylulldlng^ * “—«* 
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*\ '• 


Contingent Liabilities 

without 1ustif!’ a h5 > r tUSUeSe lab ° r laws ». Personnel dismissed 
wi^nout Justifiable cause are entitled to a termination 

iot e Davable a i ed th P ° n yearS ° f servlce * Indemnities are 
dttth n \ ! ? T ° aSe ? f volun ^ ar y terminations or 

? ertr ^ nd (Irmaos), Limitada has not had a signifi- 

o? Lnaf 6r t f di5missals heretofore and in the opinion 
rn m ana ^ ement non e of significance are forthcoming. The 
Company s maximum contingent liability at August 31 iqgfi 
amounted to approximately $415,000. * 


Capital 

<t 

n r m u ® a P ltal of the Company amounts to $875,000 

$6 ° 5 '5°° has not yet been registered in the 


Partner 

Compafiia Editorial 
de Listas, S.A.- 
Portuguese 
branch 


P.L.T. - Publi- 
cacoes de Listas 
Telefonicas, 
S.A.R.L. 

Technical Adver¬ 
tising & Sales 
Engineering 
Corp. 

Other 


Quota 

Registered 
and Paid 


Quota not 
_Registered 


Paid 


Unpaid 


Total 


$180,658 . $125,592 $306,250 $612,500 


51,520 


51,520 


103.215 


88,492 


15,283 


55,335 


175 j 
159.110 f 


$269,500 $192,395 '$413*105 


$875.ooc 

........ \ 
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DEFENDANT'S TRIAL EXHIBIT B 
PORTUGAL INCOME AND 
EXPENSE PROJECTIONS - 
JUNE 30, 1969 


f 


REPRODUCED HEREIN AT PAGES 
E-46 TO E-50 




Groan Revenue ’*' 

Telephone Co. Share 
. * • 

Op erating Revenue 
Expenses: 

Sales’ 

Cor.ip 11.il Ion 
Printing . . 

. • • Distribution 

A ft G 

Uncoil ••'tibleo 
► Start-i-.* Costs 

£ • Advisory Fees • 

Inter*.:: t 
Depreciation 

Total E:c:'^<r.3ea 

Pre-Tax Income 

♦ 

Tax (3S7.) 
list Incor.e 

.* • Revenue Per Tclepho 






















Operating Revenue 


Expenses 

• . » **• • • - 

Sales 

Compilation 
ErinLing 
distribution 
•- A £. C 

Uncollectibles 
•• Start-up Costs 
Advisory Fees 
Interest • 
Depreciation 

Total Expenses 

Ere-Tax Income 

Tax (3830 

Ket Income 

*• . 

Cumulative Net Income 

Coodv/ill Amortization 
(over eight'-; ears). 

Revenue per Telephone 










Exhibit 2 


expenses as a ynnc r.- iY -or sai.f.s 

t 

June 30. 1909 

— — *- 1 - f 


• . 

1970 

j 

1971 

1972 

1922 

1974 

GROSS REVENUE 

- * 109.0 

100.0 * 

100.0 

100.0 ' 

100.0 

. TEL..CO. SHARE 

13.9 

14.2 

14.A ' 

15.0 

15.6 

operating revenue 

EXPENSES: 

• 

85.1 

85.8 

85.6 

85.0 . 

8-4.4 

• 

m 

Sales 

15.9 

16.0 

15.9 

15.9 

15.9 

’ Compilation 

6.7 

8.3 

7.9 

7.5 

7.1 

. Frintir.s 

13.9 

13.8 

13.6 

13.5 

13.3 

Distribution 

1.0 

1.0 

1.0 

1.0 

1.0 

At G 

6.8 

6.7 

6.6 

6.6 

6.5 

• Uncollectibles 

2.6 

2.6 

• 2.6 

2.6 • 

2;5 

. Start -up Costs 

.7 

.6 

.6 

- • • 

» 

Advisory Tees 

5.0 ’ 

5.0 

• 5.0 

5.0 

5.0 

Interest 

2.7 

2.7 

2.7 

2.6 

’ 2.6 

Depreciation 

.2 

.2 

.1 

. .1 . 

• 

.1 

TOTAL EXPENSES 

57.6 

56.9 

'56.0 

54.0 

54.1 

PRE - TAX INCOME 

28.5 

28.9 

29.6 

30.2 

30.3 

TAX (377.) 

. 10.8 

11.0 

.* li:2 

11.5 

11.5 

. NET INCOME 

17.7 

17.9 

• I 

18.3 

• 

1 *• 

18.7 

18.8 

* 

• • % 

• 

• 

- 

• 


' i 

• 


i:' 


• I' 


i 

L~y - 
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iEETE/y. 


• ASSETS 

current Aslefts 

Cash (Petty Fund) 

* Bank (General Deposit Accounts) 

notes sad Accounts Receivable 
Trade 

Partners Subscription 
Other 

Less: Reserve for Bad Debts 

» 

inventoried t lover average ccst 
Rw csier-els 
. Work lu r.occss 

Bank of Ljr.uon & South /jeerica-Sncci.nl Account 

Frfy.M 
• • • 

• •• > • • • . 

AWsesIs WwiUuti mt 

I 

Utnd and Equipment at coit 
Land ar.d luildir.g 
Hachiacry and Office Equipment 

Vehic' 

’ Less: Reserve (or Depreciation 

i 

• • 

Development Costs of New Factory 

•* ! Initial payments on MAS Rotary Press 

i “ • . 

other Assets 
* ? Deferred Charges 

’ Deposits * 


BA1AI.T.E SV, 

<1 


823 

29.686 


647,789 

193,805 

6,324 

[4 06.810 ) 


135,453 

143.203 


i 677,379 
il,288,778 
26,595 

V 1,301,433 


59,5 05 l. 


21,023 

4,820 






tf. f. Dollars) 


Current Llebllltii* 

Short Tens 5ar.;. Dorroving 

Current rwturl«y of long tens loan (Cui/c. K. Crcdlto) 

• • 

Sot f t and Accc*.:nt: Payable 
Trede 

Due cn land purchase* 

Other 


iruels 

Accrued Ince.-.e Tcrea-Prevloua Years 
Accrued Ec>lc>*i* 3 tesrsztn 
C^icr Accrued liabilities 


TCr.AL 1X2 SECT LZAblLITlES 


Duo to Affiliated Companies 

Cccv’.nlJ Ed i coital de Li Stas 
Publicecoos de Lists* Telefonica* 


Long Tara Debts 

bank of London *nd South Ar.ee lea 
Mortgage Loan iCaixa 3. Crcdlto) 

Notes Payable t° Lead and Machinery Vendors 


01,441 Reserva for Eaplc\««* IndexnltWs 

| Capital and Surpli* 

:• Ccpltal 

25,542 Reserve 

Retained Earn1:6* 

• | loss on Previa-.* Tear 

| Loss on Correa: * Mt 
I • . • 

94..VH - . 











t * * 






Exhibit 4 


BERTRAMD (litMAOS; LTD. * . 

f * 

■ .PROFIT & LOSS STATE?/ EMT 1950 - PROTECTED* 

J (u.s. Doii.'jTjs) ; 


REVENUES 


Telephone books 
• Others 
. Sales o? scrap 

Miscellaneous income 

. ' • . • 
* • 4 

T OTAL REVENUES 

Less: Discounts allowed 

KEY REVENUES' 

• • . 

* P-O ^T QP CftT rc PTTTVn 

GROSS OPERATING INCOME 

Less: Commissions on sales 
Financial expenses 

INCOME FROM OPERATIONS 

Add. Non-opirational income 
_. ^ Less: _Non-operational expenses 

— income be f ore provision tor ta y 

9 

4. Provision for Income Tax 
NET INCO ME 


500,045 
1,G25,019 

• 14,597 

4 . 075 

2,152,536 . 

_36 ,760 

2,115,760 . . 

y oyt i t a 

• .144,654 

• • • 

42,251 

20,230 

74,165 

13,02).' 

IS,95 d 


,2 '\ 3 ji- 


ill! 

24,50 ) : ! 

| : K " 
46,732 


i • . 

! : ! 'T 

f : • 1 < 


J«l. 1/69 
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DEFENDANTS' TRIAL EXHIBIT C 
LETTER DATED MAY 23, 1969 
FROM ITT WORLD DIRECTORIES, 
INC. TO ARTHUR ANDERSEN & CO 


REPRODUCED HEREIN AT PAGES 
E-52 TO E-56 


E-51 






ITT WORLD DIRECTORIES INC. 


280 Park Avenue 
New York, N. Y. 10017 
Tel. (212) 697-1001 


K. Woodrow Benckert 
President 

May 23, 1969 


Mr. Manuel Soto 
Arthur Andersen & Co. 
Arapiles 13 
Madrid 15, Spain 


Re: Bertrand (Irmaos) Ltda. 
Audit Request _ 


Dear Mr. Soto: 

After discussing this matter with Mr. Brian 
Peoples, we are writing to you directly for the sake 
of expediency and urgency. 

Attached are both original and translated 
Balance Sheet and Income Statement for the Huber 
company in Portugal, Bertrand. 

We would ask you to perform, as soon as 
possible, an audit of the Balance Sheet as of December 
31, 1968 and Statement of Income for the year 1968. 

We had previously requested from Mr. Brian Peoples to 
make only a Balance Sheet audit of this company. Your 
audit should also cover as is usual, a review of un¬ 
usual and non-recurring substantial transactions from 
December 31, 1968 to the latest date compatible with 
the urgency of the job. We understand that a regular 
audit of this company is in process. 

In accordance with the Letter of Intent of 
April 18, copy attached, net worth shall be computed 
as the difference between total assets (including 
receivables) less liabilities and intangible assets 
(start-up costs, franchise costs, goodwill and organi¬ 
zation expenses shall be deemed intangible assets), 
all determined in accordance with generally accepted 
accounting principles. 







In this connection, your audit report will set 
out separately the intangible assets described therein 
or any other intangible assets which would be determined 
as such in accjrdance with generally accepted accounting 
principles. 

Additionally, you will furnish us a separate state¬ 
ment of the net worth of Bertrand (Irmaos) Ltda. as of 
December 31, 1968, and as of the closing date all deter¬ 
mined in accordance with the above definition. 

As we are negotiating the acquisition of this 
company, contingent and undisclosed liabilities are 
primary importance. We include in this category, 
among others, possible assessment of taxes on years 
not yet examined by tax authorities, purchase orders 
placed but not recorded on books, adequacy of legal 
reserves, notes receivable discounted without recourse, 
etc. 


In reviewing the financial statements of this 
company, we decided that we would like details on 
certain balances and accounts. We know that most of 
the following items will be covered in the course of 
your audit and therefore it should not be interpreted as 
a limitation of the auditing standards which Arthur 
Andersen & Co. would apply to the audit assignment. 

Balance Sheeu 


1. Accounts Receivable/Payable Net ($16,000) - 
How much is the accounts receivable and how 
much is the payables creating the net figure 
mentioned above. With respect to accounts 
receivable, prepare an aging and identify 
amounts due from major customers. With 
respect to the payables, identify major 
items and date of invoice. 

2. Accounts Receivable, $548,000 - Prepare 
aging of such amounts and amounts due 
from major customers. At August 31, 1968, 
there was a receivable due from the country 
of Biafra of approximately $360,000. Is 
this amount included therein and what are 

„■ prospects of collectibility? 

3. Work in Process, $86,000 - Prepare an 
analysis of the jobs. 
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4, 

5. 


6 , 

7. 


8 . 


9. 


10 . 


Inventories, $124,000— Are these inven¬ 
tories good and are they reasonably priced. 

Liabilities - Notes Payable,$936,000 - Pre¬ 
pare an analysis of these notes setting 
forth amounts, due dates, interest rates, 
e tc. Also, was this liability incurred for 
a specific project? 

Accrued Taxes — Prepare an analysis of major 
taxes. Are balances in reserves adequate? 

Bonus Provision, $33,000 - How did this 
liability arise? Is it by Portuguese Law, 
or is this voluntary on the part of the 
company? 

Plant and Property, $1,488,000 - Are there 
any intangibles included in this amount? 

Construction in Process, $412,000 - Prepare 
an analysis setting forth the projects which 
are included in the $412,000. 

Stockholders Account, $41,000 - What is the 
nature of this amount? 


. . w ® have be ? n informed that the company had placed 
an order for a printing press which ve estimate the total 
cost to be in the area of $600,000. Our experience in 
other countries indicated that on placing of the order 

lZ r <.u he pre ??' one third of the total price must be paid 
to the supplier. We have subsequently been informed that 
the company cancelled the order for the press. Please 

2n^? hlS OU 5 t nd d ®^ ermine what, if any, cancellation 
penaltie s must be paid and if the down payment has been 
made on such press and, if so, where these amounts are 
reflected in the Balance Sheet. 

. , We Y°!f ld appreciate your telexing us the approximate 

date ycu will mail your audit report to us. 


Yours very truly, 

K. W. Benckert 

Enel. 

cc. - Mr. Brian Peoples 

Arthur Andersen & Co., NYC '(with attachments) 

be. - Messrs. T.B. Westfall 
M.A. Randall 
J.G. Pope 
J.P. Pfann 
V.M. Berger e- 54 
J. Otano 
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' and hc.-.r statement 

GAMHOS E PERDAS 


VIVSAU 


/*• ceorvt 


OCTAUfC 
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1 

Sales 

r 
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i 

• 

r 





1 

t 


IS 


1 • • ! 

Cross Troflt 


1 


A f.t C Exports/ 

•5 



Inventories 

* 



• • 

Sales 


W 


Packtnn 6 Sh pni 

Ol 

o\ • 1 

1 

• 1 

1 


Technical Anr 

72 

! 

i 

• 

• 

financial" *, 
Chafers 


t ! 


Mlsc. Income! j 



Net Opcr. 
Income 

1 



Expenses 

Previous Year 

• 

• 

Pro*/. for 

Doubtful Arrf.. 

, • 


Taxes 



• 

Other Reserve 

g 

# 

1 . __ 


< 

».isc. Provisi 

ons 

1 


! -• 



1 
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I Encorjjoj Flnoncetros 
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• • 
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DEFENDANTS' TRIAL EXHIBIT D 
TELEX DATED AUGUST 5, 1969 
FROM J.A. HUGHES TO M. SOTO 
AND J. JERRAM 


B420000 ART UI8312749' 
2045 


! 27494 AAMAD E 



B420000 ART UI 
8-5-69 


3:46PM 


TO MR M SOTO / J JERRAM 
RE: PLT AND BERTRAND 


FROM J A HUGHES 


-- 

• * 

l I 


_/' 

* rv r *1 
I A !>] 
: f*‘‘i 


BEFORE I DISCUSS YOUR TELEX WITH BENKERT, I NEED TO CLARIFY ONE 
POINT ON NET WORTH CERTIFICATION. IF NET WORTH IS POSITIVE, YOUR 
TELEX ON AUGUST 15 WOULD SEEM ACCEPTABLE AND ITT COULD THEN RELEASE 
FUNDS. BUT AFTER THE DATE, IF IT IS NEGATIVE, THEN UNDER THE 

p 

AGREEMENT, ONLY WE CAN STOP RELEASE OF ESCROW FUNDS BY 
PRESENTING A CERTIFICATE. YOUR PROPOSAL DOES NOT EXPLAIN HOW WE 
WILL COVER THIS CONTINGENCY. SEE PAGE 4 OF AGREEMENT WHICH PROVIDES 
THAT FUNDS ARE RELEASED AFTER 40 DAYS UNLESS ETC. 


END LH 


27494 AAMAD E 
B420000 AR' r 
GMT 19.45-003 


E-57 





DEFENDANTS’ TRIAL EXHIBIT E - 
TELEX FROM J. JERRAM TO 
J. A. HUGHES 


TO: J. A. HUGHES 

FROM: J. JERRAM 
SUBJECT: PLT AND BERTRAND 

» 

AGREE WITH YOUR TELEX OF AUGUST 5. SITUATION AS WE DESCRIBED 
IT IS ONLY APPLICABLE IF, AS EXPECTED, COMBINED NET WORTH IS 
POSITIVE. IF NET WORTH IS NEGATIVE WE SHALL ISSUE CERTIFICATE 
AS REQUIRED BY AGREEMENT . 

WE HAVE JUST RECEIVED VIA STANDARD ELECTRICA LISBON DETAILS OF 
TELEX SENT AUGUST 4 BY BERGER, GENERAL COUNSEL OF ITTWD EXPRESSING 
ANXIETY OVER POSSIBLE DEADLINE PROBLEM DISCUSSED IN OUR TELEX 
TO YOU OF AUGUST 5. BERGER APPEARED NOT TO KNOW THAT WE HAD 
POSTPONED OUR EXPECTED REPORT DATE TO AUGUST 15, AS TELEXED TO 

YOU ON JULY 21, AND YOU MAY WISH TO CLARIFY THIS WITH ITTWD. 

END OF MSG"?+ 

ARTHANDER NYK 

27494 AAMAD E 
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DEFENDANTS' TRIAL EXHIBIT F - 
TELEX DATED AUGUST 5, 1969 
FROM M. SOTO AND J. JERRAM 
TO BRIAN PEOPLES OR J.A. HUGHES 


REPRODUCED HEREIN AT PAGES 
E-60 TO E-61 


E-59 


ARTHANDER NYK 


27404 AAMAD E 
27494 AAMAD E • 

8-5-69 

TO: BRIAN PEOPLES OR,J. A. HUGHES 

FROM: M. SOTO AND J. JERRAM 

» 

RE: PLT AND BERTRAND AUDITS MAY 31, 1968. 

WE ARE QUITE CLOSE TO COMPLETING WORK ON MAY31, 1969, STATEMENTS, 
AND WOULD LIKE YOU TO CLEAR OUR REPORTING REQUIREMENTS AGAIN 
WITH WOODFALL OR BENCKERT OF ITT. 

OUR PRESENT INSTRUCTIONS REQUIRE US TO REPORT ON BALANCE SHEET 
OF PLT AND BERTRAND AT MAY 31, 1969, AND INCOME STATEMENT OF 
BERTRAND ONLY FOR 9 MONTHS THEN ENDED. BENCKERT'S ORIGINAL 
LETTER OF INSTRUCTION ALSO ASKED FOR A SUBSTANTIAL AMOUNT OF 
DETAIL ON SPECIFIC ACCOUNTS AS OF DECEMBER 31, 1968. WE HAVE 
BEEN PRESUMING THAT HE REQUIRED THE SAME DETAIL AS OF MAY 31, 1969. 
WE HAVE ALSO BEEN ASKED INFORMALLY TO SUPPLY THE FOLLOWING 
INFORMATION: 

1. DETAILS OF CAPITAL GAINS AND TRANSFER TAXES THAT WOULD 
BECOME PAYABLE ON DISPOSAL BY BERTRAND OF DAFUNDO PLANT 
FOR U.S.DOLS. 600,000. 

2. WHETHER COMBINED NET WORTH OF THE TWO COMPANIES AT MAY 
31, 1969, IS POSITIVE. THIS INFORMATION IS REQUIRED 
BY AUGUST 15 FOR ESCROW PURPOSES. 

E-60 


\ 


RECORDS OF BOTH COMPANIES SINCE JULY 9, IT MAY BE THAT 
THESE INSTRUCTIONS SHOULD BE REVIEWED BECAUSE SOME OF THE IN¬ 
FORMATION USED ABOVE MAY HAVE BEEN OBTAINED BY ITTWD RE¬ 
PRESENTATIVES . 

WE SUGGEST THAT OUR REPORTING SHOULD BE AS FOLLOWS: 

1. - BY AUGUST 15, WE SHALL INFORM YOU BY TELEX WHETHER COMBINED 

NET WORTH IS POSITIVE AND YOU CAN PASS THIS INFORMATION ON TO 
ITTWD, THE ESCROW AGREEMENT PROVIDES THAT ITTWD MAY RELEASE 
THE ESCROW WITHOUT A CERTIFICATE FROM US, AND THEY MAY CONSI¬ 
DER THIS ACCEPTABLE. WE SHALL HAVE DIFFICULTY WITH THIS 
TIMING ONLY IF WE DO NOT RECEIVE AGREED CONFIRMATIONS FROM 

TELEPHONE COMPANIES ON PLT RECEIVABLES. ITTWD IS AWARE OF THIS 

\ 

PROBLEM AS BERGER HAS BEEN INFORMED BY ITTWD PEOPLE IN LISBON 
OF DELAY IN PREPARING CONFIRMATION REQUESTS. UNFORTUNATELY 
WE WERE NOT AWARE OF THE TERMS OF THE ESCROW AGREEMENT UNTIL 
JULY 30. WE SHALL MAKE EVERY EFFORT TO MEET TIMING, 

BUT WE DO NOT WANT TO CLEAR BEFORE OBTAINING THESE CONFIRMATIONS 
AS TELEPHONE COMPANY RECEIVABLES REPRESENT MAIN ASSET. 

2. - AS SOON AS POSSIBLE THEREAFTER, WE SHALL ISSUE CERTIFICATES 

ON BALANCE SHEETS OF BOTH COMPANIES AS REQUIRED BY PURCHASE 
AGREEMENT. WE MAY HAVE 'SUBJECT TO' ON REALISATION OF APPROXIM¬ 
ATELY ESC. 1 MILLION OF EXCESS INVENTORIES IN BERTRAND. 

3. - WE SHALL CERTIFY AMOUNT OF CAPITAL GAINS TAXES AND TRANSFER 

TAXES THAT WOULD BE PAYABLE ON DISPOSAL OF BERTRAND PLANT FOR 
U.S. DOLS. 600,000. 


OBVIOUSLY WE ARE NOT TRYING TO AVOID THE OTHER DATA REQUESTED 
RATHER WZ WANT TO ENSURE THAT OUR REPORTING IN RESPONSIVE TO ITTWD'S 
ACTUAL REQUIREMENTS. 
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EXHIBIT 


Arthur Andersen & Co. 

* 
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1348 Avewvb or THE Americas 
New Yoke. N.Y. tooie 

August 18, 1969 


To The Board of Directors, 

ITT World Directories, Inc.: 


We have examined the combined balance sheet of 
P.L.T. - Publicacoes De Listas Telefonicas S.A.R.L. (PLT) 
and Bertrand (IRMAOS) LTDA. (BERTRAND) as of May 31, 1969. 

Our examination was made In accordance with generally 
accepted auditing standards, and accordingly Included such 
tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances, 
except that we have not received written representations as 

to fair presentation of the above combined balance sheet 

• % . 

from the former management of the companies. 

Our examination was made to enable us to express 
the opinion required by Paragraph 3.6 of the Agreement dated 
ee of July 9, 1969, between ITT World Directories Inc. (ITT WD), 
TASEC - Technical Advertising A Sales Engineering Corporation 
(TASEC), and CIA. Editorial De Listas, S.A. (CELSA) and 
Paragraph 5 (c) of the related Escrow Agreement among ITT WD, 
1ELSA, and Morgan Guaranty Trust Company of New York (The 
l ac row *g«nt). 
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• Arthur Asdehsex & Co. 
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In our opinion, except for the effect, if any, 
of matters that might have been disclosed had the written 
representation referred to above been received by us, 
the combined tangible net worth, as defined, of PLT tafter 

f 

giving effect to the transfer to PLT of the assets and the 
assumption by PLT of the liabilities of the Portuguese branch 
of CELSA), after elimination of its interest in Bertrand, and 
Bertrand rfs of May 31, 1969 is a deficit of approximately 
$U.S. 125,000. 

This letter is furnished solely for the information 
of ITT WD, TASEC and The Escrow Agent and is not to be used 
for any othe r purpose. 
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OPY RECEIVED 
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